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I. Orders and Regulations in Force 


Regulations affecting directly the aggregate volume of output, 
Regulations relating to plant construction, the installation of new 
ecuipment, etc, 

Regulations affecting the diversity of products or adaptation of 
technique for new products, 

Regulations affecting the standardization or reduction in variety of 
products, 

Regulations affecting raw materials and supplies: their availability 
and price, 

Regulations re labour supply, wage rates, working schedules, etc. 
Regulations affecting selling prices. 

Regulations affecting the volume of operating profits. 


II, Organization and Characteristics of 
the Packing Industry 


Some measures of the industry's importance. 
Type and degree of organization, 
Special characteristics of the industry. 


III, The Nature of the Controls 


Volume of output, 

Plant construction, installation of new equipment, 
Diversity of products, technical adaptations. 
Standardization and reduced variety, 

Raw materials and supplies. 


- Selling prices. 


Operating profits. 
IV. Effects of the Controls 
A. Production 


The volume and character of production, 

Technical methods used in processing. 

Diversity of products, adaptations for new products. 
Standardization and reduction of diversity. 


B. Prices 


Availability and prices of raw materials. 

The effect of fixed export bacon prices on the price of hogs, 
The effect of controlled shipping and storing. 

Price ceiling policy: the rise in prices; 

The price of hogs, 

Some general effects. 

The effect of prohibitions on export. 


C. Markets 


Character and organization of the market, 
Competition within the industry. 

Restrictions in domestic pork consumption, 
Distribution of business on a quota basis, 
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D. Labour and Employment 


General regulations regarding labour supply, wage rates, 
schedules, etc, 

Methods of settling disputes. 

Labour supply and labour mobility. 

Wage rates, 

Labour organization and representation, 

The training of workers, 

Effect of controls on volume and character of employment. 


E. Capital, Profits, etc. 


Capital investment, 

Plant construction, 

The excess profits tax. 
General industrial stability. 
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TIT. ORDERS AND REGULATIONS IN FORCE 


1. Regulations affecting directly the aggregate volume of output. 


(a) Prior to the war prices of pork products, whether sold in Canada or 
exported, were highly flexible and subject to frequent changes. Moreover 
each exporting packer was legally free to decide when and how much to export, 
In deciding whether, how much, and when to export the existing or probable 
relationship between domestic and export prices was the main determining 
factor, Under these circumstances the volume of exports tended to fluctuate 
widely and domestic and export prices tended to coincide, 


Since the first Bacon Agreement between the British and Canadian Govern- 
ments was made in the autumn of 1939 arrangements re hog product exports to 
Britain have been subject of annual contracts between the two governments, In 
these contracts the amount and kind of product to be sent is stipulated, So 
also is the degree of regularity of shipment, Moreover the price to be paid is 
a fixed price, To implement the contracts on behalf of Canada a special agency 
known as the Bacon Board was set up, The nature of its organization together 
with a general outline of its powers is described in P.C. 4076, Amendments to 
the regulations of the Board may be found in P.C. 4245, P.C. 4353, P.C. 2762 
and P,.C. 3577, The general object of the Bacon Contracts and the Bacon Board 
is to insure that regular and sufficient supplies will be available for export 
as required and that Canadian farmers are paid prices sufficient to permit 
production of these supplies, 


(b) During the winter of 1939-40 large quantities of fresh pork were imported 
into Canada from the United States, When these imports resulted in an accumu- 
‘lation of Canadian storage stocks beyond anticipated domestic and export re- 
quirements the Canadian government passed an Order which virtually eliminated 
further importations, By the terms of F.C. 768, passed February 23rd, 1940, 
under the authority of the War Measures Act, monthly pork imports were pre- 
vented from exceeding an amount equal to the average monthly imports during 
the period January 1 to September 30, 1939, This restriction was to be brought 
about on and after February 26th, 1940, by means of a prohibition of fresh and 
frozen pork except under special license, The order was to continue in force 
until October 31st, 1940, the date of the ending of the first Bacon Contract, 
The period of import restriction was extended to March 31st, 1941, by P.C.5686 
of October 22nd and P.C. 7540 of December 21st, 1940, 


(c) P.C. 2978 passed May 5th, 1941, gave the Bacon Board authority "to regulate 
the quantity of pork that may be distributed in the domestic market or the 
number of hogs that may be slaughtered for distribution in the domestic market 
by any packer or any other person when such action is required to secure the 
necessary quantities of bacon and other pork products for export to the United 
Kingdom and, to that end, to limit the number of hogs that may be slaughtered 
for distribution in the domestic market or the quantity of pork that may be 
distributed in the domestic market", 


On May 16th, 1941, the Bacon Board issued Bacon Board Order No, 1 which 
stated that on and after May 19th the number of hogs slaughtered or the number 
of dressed hog carcasses purchased from other than a licensed slaughterer, for 
distribution in the domestic market in Canada by any packer or other person 
shall not exceed the weekly average of hogs so slaughtered or dressed carcas- 
ses so purchased, respectively by such packer or other person during the year 
1940. This order was not to apply to farmers slaughtering hogs produced on 
their own farms or to retail meat dealers who operate only one retail store, 
Accompanying this order was Bacon Board Order No, 2 which stated that on and 
after May 31st, 1941, no packer or other person would be allowed to slaughter 
hogs or process pork for distribution in the Canadian market without a license 
to do so from the Bacon Board, It further provided that farmers slaughtering 
hogs produced on their own farms or retail] meat dealers operating only one 
retail store would not require a license, 


Early in June the above orders were supplemented by a Bacon Board appeal 
to Canadians to curtail pork consumption on patriotic grounds, 


On July 22nd, 1941, the Bacon Board notified all packers that, beginning 
the following day, they would be required to reduce the number of hogs slaugh- 
tered or the number of hog carcasses purchased for distribution in the Canadian 
market by a further 25 per cent, In the case of multiple plants a flat re- 
duction of 25 per cent was required in their entire domestic quota, and packers 
were required to file with the Board at once their plans for pro-rating the 
reduction between their several plants, 
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(d) During the spring and first part of the summer of 1941 the strong 
domestic demand in the United States coupled with Government purchases under 
the food-for-defence programme caused pronounced hog price rises in United 
States markets. In June and July these higher U.S. prices were attracting 
Canadian hogs in spite of the fact that several increases had been made in 
Canadian export bacon prices, In vicw of this and the fact that supplies were 
urgently needed to maintain shipments to Britain, the Bacon Board decided to 
prohibit exports to other countries, By the terms of P.C. 5532, July 22, 1941, 
exports of live hogs to all countries and of edible pork products except lard 
to any but the United Kingdom and dependencies were prohibited except under 
special license, The order became effective on July 23, 


(e) In order to insure that each hog marketed makes its fullest possible con- 
tribution to the total amount of pork products required, Bacon Board Regulation 
No, 56, passed December 4, 1941 and effective from December 15, 1941, required 
that exporting packers should not slaughter hogs that woigh less than 130 
pounds carcass weight. Since it was recognized that certain lightweight hogs 
such as cripples or unthrifty pigs would have to be slaughtered, a tolerance 

of one-quarter of one per cent of carcasses below 130 pounds were permitted in 
any one week's kill, However, no hog weighing less than 170 pounds live weight 
was to be slaughtered without the permission of the graders of the Dominion 
Department of Agriculture, This regulation was amended by regulation No, 59, 
January 29, 1942, This amendment raises thc tolerance from one-quarter to 
three-quarters of one per cent in any one week's kill, 


These regulations were made applicable to all persons licensed by the 
Board to slaughter hogs for distribution in the domestic market by Bacon Board 
Regulation No, 60 passed February 17, 1942 and effective from March 2, 1942, 
In this later regulation, however, a tolerance of three-quarters of one per 
cent was permitted, 


Still more recently the Board has revised the price schedule for export 
Wiltshires, whereby weights from 65-75 pounds will henceforth be bought at the 
price formerly prevailing for 65-70 pound sides, and 75-0 pound sides will be 
bought at the same price previously paid for 70-50 pound sides, This is being 
done to further encourage the shipping of heavier sides and the marketing of 
heavier hogs, the understanding being that packers will discontinue discounts 
on B3 carcasses, 


Regulations Relating to Plant Construction, the Installation of 
New Equipment, etc. 


The government began to exercise special’ control over the construction and 
equipping of plants in the spring of 1941, By that time the scarcity of 
materials, equipment, labour and foreign exchange relative to existing and 
prospective demands for them was sufficiently acute to warrant the taking of 
steps whereby supplies sufficient for the special war needs would be guaranteed, 
In addition it was felt that all building activity not immediately necessary 
might well be postponed in the interest of post-war employment and economic 
conditions generally. 


Accordingly a special order in council (P.C. 34&1) passed on May 16, 1941, 
provided for the control of such new construction, expansion of existing facil- 
ities, and for replacement of equipment, as are not essential for the success- 
ful prosecution of the war, In other words its central aim was to control in 
such a way that the available supplies of materials, equipment and labour would 
be reserved for necessary war-tine undertakings, 


More specifically the order stated that "whether or not he shall have pre- 
viously entered into any contract or made any commitment with respect thereto, 
unless he shall have obtained from the officer (i.e, the Priorities Officer or 
Deputy Priorities Officer) a license for any such purpose, no person shall after 
the 29th day of April, 1941, 


(a) install in any plant or building any cquipment, purchased or otherwise 
acquired by such person subsequent to such date at a total cost, for all the 
equipment so installed in cach individual project, exceeding five thousand 
dollars ($5,000); or 


(b) build, erect or construct any building or buildings at a total cost, 
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for the erection of the building or buildings in each individual project, ex- 
ceeding ten thousand dollars ($10,000); or 


(c) make repairs to any building or buildings at a total cost for the 
making of the repairs in each individuel project, exceeding twenty-five hun- 
dred dollars ($2,500), 


sub-clause 2, clause 2 of the Order states that nothing contained in this 
section shall restrict, extend, limit, supercede, or in any way alter or affect 
the provisions of any previous or later order issued by any controller appointed 
pursuent to The Department of Munitions and Supply Act and The War Measures Act, 
or by The Wartime Prices and Trade Board or by an Administrator appointed by 
that Board, 


Clause 5 provides that the Officer may issuc, from time to time, any 
general or special orders needed to give effect to, and carry out, the intent 
and purpose of this Order in Council, 

Clause 7 states that "Whenever in this Order in Council an amount in money 
is fixed as a limit to the cost of equipment, or of a building, or of repairs, 
which may be purchased, installed, erected or made, without a license from the 
Officer, the Minister of Munitions and Supply may, by written order, from time 
to time and in his absolute discretion, 


(a) increase, decrease or otherwise alter or amend such amount; and/or 


(b) fix and alter the period within which the amount expended for any 
such purpose shall not exceed the amount so fixed; 
provided that any such increase, decrease, altera ion or amendment, and/or the 
fixing or alteration of any such period may be of general Fico Meaeeayeh or apply 
only to any one or more of such classes or kinds of enterprises, trades, busi- 
nesses or industries as the Minister may direct," 


On June 17, 1941, P.C. 4320 was passed excluding churches, public hos- 
pitals, educational institutions and buildings financed by provincial govern- 
ments from the operation of P.C, 3401, 


P.C. 6656 of August 26th, 1941 provided for the appointment of a Controller 
of Construction and P.C, 6985" of September 5, 1941 provided for the appointment 
of a Deputy Controller of Construction, 


In order tc clarify and amend and to extend the powers and duties of the 
Controller of Construction P.C, 660 was passed on Januery 30, 1942, This order 
was substituted for all those previously passed. In addition to setting forth 
the regulations end controller's powers in detail, this Order made some gencral 
changes in the amount of new building and equipment that might be undertaken, 
Specifically it was stated that no person shall (a) install in any plant any 
equipment at a total cost exceeding {5000 for all equipment so installed in 
each project; ‘(d) construct any plant or make repairs, additions or alterations 
to any plant at a total cost exceeding $5000 for each project, or (c) construct, 
or make repairs or alterations or additions to any building other than a plant 
and/or install therein any equipment, at a total cost above $5000 for all of 
such construction, repairs, alterations, additions and installations included 
in one project, 


It was provided, however, that the extent of expenditures indicated above 
could be increased or decreased in specific cases at the Controller's discretion 


Regulations Affecting the Diversity of Products or Adaptation of 
Technigue for lew Products, 


(a) The various regulations whereby reductions were made in the amount of pork 
that might be distributed in the domestic market, These regulations were pro~ 
vided for in F.C. 297& passed May 5, 1941, Bacon Board Orders Nos, 1 and 2 
issued May 16, 1941, and Bacon Board appeals to consumers to curtail pork con- 
sumption, and the Bacon Board notice given to all packers on July 22, 1941 and 
which required a further 25 per cent reduction in the amount of pork distributed 
for domestic consumption, (See 1 (c) above.) 


“(b) Under the War Exchange Conservation Act, al] importers of vegetable oils 


are being restricted to 104 per cent of their average 1936-1940 imports for the 
eighteen months July 1 to December 31, 1942, 
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Oils from Empire sources which involve no hard currency payments are not 
included in this quota, but very little such oil is available on account of shipping 
difficulties, 


In view of the above-mentioned reduction in vegetable oil imports manufacturers 
of shortening have been requested to change over to a blended shortening in place 
of the pure vegetable shortening, ‘he blended product is one involving the use of 
arimal fats in combination with vegetable o&ls, 


(c) P.C. 10150, December 31, 1941, prescribed certain standards of quality of 
manufactured meat products, The Order stated that "The cereal content of any manu- 
factured meat products or meat by-product shall be estimatcd on the basis of the 
content of starch and lactose and shall not exceed 5 per cent by weight of the 
finished product, The moisture content of such products shall not exceed 60 per 
cent by weight." Also "sausage binder, sausage filler, meat binder, used in making 
manufactured mcats, meat products and by~products shall be any combination of 
cereal as above stated, salt, sugar, spices and other seasonings, and the label of 
every package shall bear directions for use,ii 


A.Regulations Affecting the Standardization or Reduction in Variety of Products. 


Under this heading are included several of the regulations made by the Bacon 
Board, The general object of these regulations has becn to develop standardized 
practices and sccure the greatest possible uniformity of product, The desire has 
been to secure not only a uniform product but « uniformly high quality of export 
pork product, In addition to specifying the requirements for each grade of product 
exported the Bacon contracts have stipulated that as high a percentage of total 
exports as possible be of top grade quality, In order to bring about the tremen- 
dous export expansion called for by the Bacon contracts and at the seme time main- 
tain the pre-war export quality standards it has been necessary to encourage by 
every means possible the following of industrial practices which make for quality 
improvemcnt, This has been all the more necessary in,smuch as the government's 
aim has been not merely to maintain quality but to definitely improve it, 


Bacon Board requirements to this end have included the following: 


(a) Regulation No, 9 of January 12th, 1940 required exporting packers to 
submit a statement setting forth the length of time bacon had been in store, the 
condition under which it had been stored, and an opinion as to how long it might 
be kept in storage before being replaced, 


(b) Regulation No, 11 of February 2, 1940, required packers to observe the 
following rules when storing pork products: 


(1) Al] products must be wrapped with waxed paper prior to freezing, 
or water glazing of products may be done in lieu of paper wrapping, but water 
glezing will not be permitted at public cold storage, 


(2) Products put into freezer should be on the basis of not less than 
65% Wiltshires and not more than 35% cuts, The Board will not pay storage charges 
on more than 35% cuts of the total products stored, 


(3) Holding room freezer temperature should be maintained at a steady 
temperature without fluctuation at approximately & degrees F, and. shall not go 
below zero or above 10 degrees F, The Board, <t any time, may require a packer 
to furnish records of temperatures at which holding room freezers arc maintaincd, 


(4) All product stored must be from dressed hogs adequately chilled and 
which have been hanging in the chill room not more than 4& hours, 


(5) Each packer shall file weekly 2 statement which shall include details 
in respect to the quantity, kinds and length of time the product is in freezer, 


(6) The Board have arranged that the Veterinary Inspectors of the Health 
of Animals Branch will act as representetives of the Board in respect to products 
in storage for export, and the processing, handling, and conditions of the product 
in storage may be subject to inspection at any time, 


(7) It is recommended that products should not be held in freezer for 
more than four months, The length of time product will be left in freezer will 
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ordinarily be left to the discretion of the packer but all export product in 
freczer may be ordered out for shipment at any time by the Board, 


(c) Regulation No, 20, February 27, 1940, required all packers to be respon- 
sible for their product until placed on board stcamer, 


(d) Regulation No, 23, April 2, 1940, stated that o11 claims for weight 
shortage, and for other reasons, assesscd by The British Ministry of Food ageinst 
Canadian product, when approved by the Manager of the Bosrd, would be deducted 
from the final settlement to cach Canadien packer, for the product on which claim 
was made, ; 


(c) Regulation No, 24, issued April 2, 1940, set forth a detailed list of 
conditions which packers were to fulfil in respect to the handling of export meats 
during the summer season, These conditions covered all stages of handling from 
the draining room until the product wes on board ship and related particularly to 
the maintcnance of specified temperatures in draining rooms, holding rooms and on 
refrigerator cars, 


(f) Regulation No, 29, issued April 17, 1940, ordered all packers to apply 
borax on certain parts of Wiltshire sides and gave detailcd instructions as to the 
mods of application and areas to be treated, 


(g) Regulation No, 31, issued May 11, 1940, required packers to readjust the 
weight of product shown to have been placed in freezer on a uniform basis and in 
accordence with a schedule as set out by the Board, 


(h) Regulation No, 32, issued June 5, 1940, set limits to temperatures of 
carloads of bacon, made the Cargo Inspector of the Dominion Department of Agricul- 
ture the official recorder of temperatures, and provided for the refusal to accept 
the product of any packer not complying with the official temperature requirements, 


(i) Regulation No, 33, issued June 5, 1940, stated that all pork products 
for export to the United Kingdom "shall comply with the grading requirements of 
the Dominion Department of Agriculture, and that the workmanship and butchering 
shall be in accordance with the standards prescribed in the said Bacon Grading 
Regulations, 


The Government Inspector at Canadian seaborad is instructed and authorized 
to reject any shipments arriving at scaboard in which the product does not conforn 
to the grading ond standards prescribed in the Bacon Grading Regulations of the 
Department of Agriculture and the standard and practice prescribed in the publi- 
cation "Canadian Standerds for the Preparation of Wiltshire Sides" as issued by the 
Market Service of the Dominion Department of Agriculture, 


(j) By Regulations No, 36, issued September 5, 1940, the Bacon Board under-= 
took to pay for icing of cars in excess of two icings at seaboard in the months 
May to September inclusive, and one icing in the months October to April inclusive, 
where it is established that delay in car movement was beyond the control of the 
shipper, 


(k) Reguletion No, 38, issued September 11, 1940, outlincd in detail standard 
procedure governing weighing, allowances for shrink, packaging and tare weights 
of export bacon. 


(1) Regulation No. 39, September 25, 1940, required packers to carry out a 
test to determine the shrink on fresh frozen bacon after curing, as compared with 
the shrink on cured fresh product, 


(m) Regulation No. 41, November 14, 1940, outlined in detail a set of 
“requirements respecting "winter season handling of export meats from the draining 
room until on board ship." 


(n) Regulations 56, effective Deccmber 15, 1941 and 60, effective March 2, 
1942, prohibiting the slaughter of hogs the dressed carcasses of which weigh less 
than 130 pounds. (sec I (ec) above.) 


(o) Regulation 55, effective January 1, 1942, provides that if an Inspector, 
when examining bacon at seaboard finds one or more "B" grade Wiltshire sides in a 
bale of "A" grade Wiltshires, he shall examine at least nine more bales from the 
same railway car, Should more than one "B" grade side be found in the ten or more 
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bales examined, an assessment shall be made against the shipper, For a first 
offense the assessment shall be 60¢ per 100 pounds against a percentage of all the 
“sides in a car equal to the percentage of error found in the bales examined, 

For a second or later infringement by any one plant within sixty days of the time 
the shipment leaves the plant, the amount of the essessment will be doubled, 


(p) Regulation 57 requires thet all fresh pork products, as described in 
Section A below, held in storage by exporting packers eat November 29, 1941, and all 
such fresh pork products pleced in freezer during the remainder of the 1941-42 
Bacon agreement shnJl be held for the account of the Board for export to Britain, 
subject to the following: 


(1) Fresh pork products shall include «11 standard cuts and oll half 
carcasses or portions thereof from which standard cuts may be made, 


(2) Heads, feet, spare ribs, tenderloins, jowls, trimmings or pork offals, 
and any sows and stag carcasses or product thereof shali not be included in product 
described in paragraph (a). 


(3) For the purpose of differentiating between what has been known as domestic 
stocks and export stocks, the above stocks shall be known and designated storage 
as "Export B" product, 


(4) A packer may remove from freczer Export B product for distribution in the 
domestic market, but if he does so he must deliver to the Board for export an 
equivalent anount of export product, 


5 Regulations Affecting Rew Materials and Supplies: Their Availability and Price. 
(2) Order in Council 766 issued February 23, 1940, restricting imports of 
United States pork together with the two later orders which extended the period of 
restriction, (See 1(b) above for details), 


(b) The verious regulations made during the spring and summer of 1941 whereby 
reductions were made in the amount of pork products that could be consumed in the 
domestic market. (Sce 1 (c) above for details). 


(c) P.C. 2621, September 9, 1939, established the Agricultural Supplies 
Committec, Among other things this Committee was given power to regulate the 
distribution of feed, seed, fertilizers, and other materials needed in producing 
farm products. It was also empowered to initiate and submit to the Wartime Prices 
and Trade Board measures aimed at preventing abnormal relationships between prices 
of materials used in agricultural production and the prices of agricultural 
products, Order in Council 948, March 16, 1940, provided for the setting up of 
the Agricultural Supplies Boerd which agency has since performed the functions 
previously delegated to the Agricultural Supplies Committee, 


(ad) P.C. 2696, October 7th, 1939, establishing the War Supply Board, This 
Board was given authority to control or supervise and to make contracts to pur- 
chase supplies needed by the Government, In making such contracts tenders were 
to be called for and purchases were to be made at the lowest price offered except 
under very special conditions, 


(ce) P.C. 2716, September 15, 1939, creating Foreign Exchange Coritrol and 
Regulations, Under these regulatiors no person could export or import goods, 
currency, securitics, foreign exchange or other property except under and in 
accordance with the tdrms of a license granted by the Foreign Exchange Control 
Boerd, In the same way no person could accept or make payment for any goods cx- 
ported or imported except under and in accordance with the terms of a permit 
granted by the Board, Under this order the Board has had the authority to fix 
the rate of exchange at which foreign exchenge in the various currencies may be 
bought or sold, 


(f) P.C. 2785, September 23, 1939, prohibited the export from Canada of 
wool, top waste and yarn unless a license to export was approved by the Wartime 
Prices and Trade Board on the recommendation of the Wool Administrator, 


(g) P.C. 2975, October 7, 1939, appointed a Hides and Leather Administrator, 
This official was given authority to arrange for supplies of hides to be imported 
into Canada and to supervise the purchase, shipment, delivery and allocation of 
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hides, whether domestic or imported, and, in gcneral, to do whatever was necessary 
to ensure continuity of supply end foir allocation, 


rity P.O. 3124, October 21, 1939, Under this Order the export from Canada of 
all fertilizers, except calcium cyanimide, wes prohibited until further notice, 
Morecver the registration of fertilizers and the issuing of prescriptions for the 
manufacture and sale of fertilizers wos limited to the analysis recommended by the 
Advisory Fertilizer Board of cach Province, The aim here was tc reduce the number 
of mixtures and thereby conserve needed fertilizer ingredients and make the most 
effective use of the limited supplies, 


(i) P.C. 148, January 13, 1940, prohibitcd export of calves stomachs, Rennet 
is essential as a coagulating egent in the manufacture of cheese and is obtained 
solely from calves stomachs, Under normal conditions most of the supply used in 
making Canadian cheese was procured from Poland, This source having been cut off 
before the end of 1939 it became necessary to rely upon the supply of calves! 
stomachs available in Caneda, Exportation of rennet from Canada was prohibited by 
P.C, 2169 June 1, 1940, 


(j) P.C. 1473, April 20, 1940, ordered that licenses for the export fron 
Cenada of cod livers and cod liver oil be withhcld unless approved by the Wartime 
Prices and Trade Board, In the pre-war years 75 per cent of thd cod liver oil used 
in Canada had to be imported mainly from the United Kingdom and Norway. Much of 
this oil was used in the manufacture of livestock feeds, especially poultry feeds, 
The restriction on exports from Canade became necessary because of increasing 
inability to secure the normal supplies from the normel outside sources, 


(k) P.C. 2876, April 24, 1941, gave the Speciel Products Board euthority to 
prohibit eggs being placed in cold storage until efter June 10, 1941. The purpose 
of this order was to assist the Special Products Board in filling an order for 
180,000 cases of eggs on behalf of the British Ministry of Food, The filling of 
the order was bound to tax Canada's ege producing capacity and it was felt that 
speculative buying for cold storage might reduce the quantity available for export, 


(1) An order of July 31, 1941, prohibitcd oxport of the following commoditics 
unless epproved: 


(a) Agricultural and vegetable products-srein screenings, 
Vegetable protein feeds, 
Miscellencous feeds, 


(b) Animals and aninal products, 
Tonkage, meat meal or mest scrap containing over 6,5% 
of ammonia, 
Dried blood, 
Bone meal, 
Fish meal, 


(m) Under the War Exchange Conservation Act, all importers of vegetable oils 
were restricted to 104 per cent of their average 1936-40 imports for the eighteen 
months July 1, 1941 to Decomber 31, 1942, Oils from Empire sources which involve 
no herd currency payments were not incluced in this quota, but little such oil 
was available on account of shipping difficultics, In viow of the above-mentioned 
reduction in vegetable oil imports manufacturers of shortening were requested to 
change over to a blended product as completely and rapidly as possible, The 
blended product is one involving the use of animal fots in combination with vege- 
teble oils, 


(n) The budget of June 1940 introduced ea war-exchange tax of 10 per cent 
on all imports from non-Empire countries, While this tax was designed mainly to 
reduce civilian demend upon the country's supply of American funds the revenue 
aspect was also quite importent, The effect of this tax was supplemented after 
December 2, 1940, when the Minister of Finance introduced the War Exchange 
Conservation Act, This Act absolutely prohibited the importation of a long list 
of non-essential imports from non-sterling countries end provided for the gradual 
reduction of a further list from the same countries, It elso provided for the 
reduction of the tariff on a schedule of items imported under the British 
Preferential tariff, the general purpose being to discourage the importation of 
goods from hard currency countries and to encourage trade with sterling-area 
countrics, 
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(o) Bacon Board Regulation No, 29 of April 17, 1940, required export packers 
to borax export Wiltshires in accordance with a specific set of instructions, 
This action was taken following a request to this cnd made by the British Ministry 
of Food, The regulation required the packers to secure cnough borax for immediate 
needs and to arrange for sufficient additional cuantitics to carry on boraxing 
uninterruptedly, They were also required to cquip thensclves with the equipment 
| oe to apply the borax, This included shakers or sifters of fine haired 
rushes, 


(p) P.C, S648, November 7, 1941, prohibited the importation into Canada 
except under permit issued by the Minister of National Revenue of cork or cork 
products, Imports were made subject to permit in order to control and regulate 

. the supply of commercial cork, 


(q) F.C, 1622, March 7, 1942 prohibited the export from Canada, except undcr 
Special permit, of wax, animal, without admixture; candles; feathers including 
down, in naturel state or processed, 


(r) Order No, 97 of the Wartime Prices.and Trade Board, February 10, 1942 
prohibited certain industrial users of sugar from using in any quarter more than 
SO per cent of the amount of sugar used in the corresponding quarter of 1941, 
Among such uscrs were canners and preservers of fruits or vegetables, Industrial 
users, not specially listed, were prohibited from using more sugar in any quarter 
than in the corresponding quarter of 1941, 


: (s) P.C, 911, February 12, 1942, prohibited the export, except under permit 
of : 

Copra oi] cake meal, 

Dried brewers! yeast, 

Corn, whole, ground or cracked, 

Hominy and corn grits, 

Ndible molasses, 


(t) Order No. S.C.7 issued by the Steel Controller on December 18, 1941, 
stated that "on and after December 27, 1941, no person, unless the Controller 
issues a permit therefor, shall buy or acquire or use now or second hand, plain 
or fabricated steel plates, structurel shapes, or bars for the construction, 
remodelling or repair of any building, container-tank, boiler, tower, conveyor 
or other stationary structure," 


(u) P.C. 4366, June 17, 1941 enumerated a list of articles which could not 
be exported without special permit, This list included various kinds of vegetable 
oils, An export permit Branch Order No, 16 of November 19, 1941, deleted from the 
list of articles mentioned in the June 17 Order the following: 


Cooking fats, other than lard, 
Corm oii, crude or Trélined, 
Palm oil, crude or refined, 
Peanut oi1, crude or refined, 
Vegetable oil fats, 

Vegetable soap stock, 


(v) Various request orders requesting the use of wooden and fibre containers 
to replace metal ones, 


6.Repulctions re 


(a) P.C, 3495 of November 7, 1939 extended the provisions of the Industrial 
Disputcs Investigation Act to apply in respect of any dispute between employers 
and employees in industries engaged in war work, More particularly such indus- 
trics included those engaged in the construction, execution, production, repairing, 
manufacture, transportation, storage or delivery of munitions of wer or supplkes, 
"Supplies" included materials, equipment, goods, stores and articles of every kind 
including those which might be considered essentiel for the needs of the Governnent 


or the community. 


Lebour Supply, Wage Rates, Working Schedules, Htc. 


(b) P.C. 2685 was passed June 19, 1940, This Order was really a declaration 
by the Governnent of certain principles for the regulation of labour conditions 
during the wer, It was believed that the acceptance of these principles by employ-~ 
ers and employecs would make for the avoidance of industrial strife and the greatest 
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possible speeding up of production, The principles recommended included: 
(1) Tkat every effort be made to specd production by war industries, 


(2) That fair and reasonable standards of wages end working conditions 
should be recognized and that where any temporery edjustments in remuneration 
were nede, due to war conditions, they should be in the form of bonus payments, 


(3) That hours of work should not be unduly extended but that when increased 
output is desired it should be secured as for os possible by adopting extra shifts 
throughout the week, 


(4) That established safeguards and regulations for the protection of the 
health and safety of workers should be:maintained, and that every precaution be 
taken to insure safe and healthful working conditions, 


(5) That there should be no interruption in operations because cf strikes 
or lockouts, Where any difference arises which cannot be settled by negotiation 
between the parties, assistance in arranging a settlement should be sought fron 
the Government Concilietion services, and failing settloment by this means, it 
should be dealt with in accordance with the provisions of the Industrial Disputes 
Investigation Act, 


(6) That employees should be free to organize in trade unions, free from 
control by employers or thcir ogents, 


(7) That employees, through the officers of their trade union or through 
other representatives chosen by them, should be free to negotiate with employers 
or their representatives re rates of pay, hours of labour and other working con» 
ditions, with a view to concluding a collective agreement, 

(&) That cvery collective agreement should provide machinery for the settle- 
ment of disputcs arising out of the agreement, and for its renewal or revision, 
and that both parties should carefully observe the terms and conditions of any 
agreement entered into, 


(9) That workers, in exercising their right to organize, should use neither 
coercion nor intimidation of any kind to influence any person to join their 
organization, 


(10) That sny suspension which may be nade of labour conditions established 
by law, agreement or usage, neccssary to speeding up wartime production, should be 
brought about by mutual agrecinent and be understood to apply only during the 
energency period, 


It wes further advised that employers should make the fullest possible 
use of the Employment Service of Canada when searching for extra workers; also 
that employers might well make fuller use of the practice of contacting trade 
unions when necding extra labour supplies, 


(c) At the sane time as the above order, viz: June 19, 1940, P.C.2686 was 
passed, This Order established The National Lebour Supply Council, to advise 
on any matters relative to labour supply which might be referred to it by the 
Minister of Labour, The Council was to be composed of five representatives of 
Industry and five representatives of Labour, chosen in consultation with the 
most representative organizations of Industry and Labour, and an impartial 
chairman to be appointed by the Minister, 


(da) By P.C. 6286, passed November 7th, 1940, no employer was allowed to 


(i) advertise in any newspaper, periodical or magazine, 

(ii) write, sond or publish any letter, circular or notice, or 

(iii) disphay eny poster, or other document conveying to the public 
eny information for the purpose cf engaging or employing any- 
one in any establishment, or referring to cnployment therein 
or designed or intended to induce any worker or employed 
perscn to enter the employ of any such employer, without 
stating clearly in any such document words to the following 
effects 


"Applications will not be considered from people employed by 
employers engaged in producing supplics for the armed forces 
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unless such employee is not actually employcd in his usual 
trade or occupation," 


In the same way no employer wes to solicit workers to leave 
the work they were already engaged upon so as to enter his 
employ unless the worker concerned wes not actually employed 
at his usucl trade or occupstion, 


Employers contravening the order were to be liable to a fine 
up to $500, 


(ec) P.C. 7440, passed December 13, 1940, reaffirmed the‘ principles laid 
down in P.C, 2685 of Juno 19, ond set forth the following principles of wartime 
wage policy to apply to conditions in industries coming under the I.D.I, Act as 
extended by P.C. 3495, November 1939, viz: 


(1) Minimum wage standards set by provincial law or regulation were to 
be regarded as minimum standards only, 


(2) Wage ratcs in effect at Decomber 13, 1940 were not to be reduced 
because of this order, 


(3) Wage rates established in any industry or trade during 1926-29, or 
any higher aes arranged between that period and the present were to be considered 
fair and reasonable unless it can be shown that a wege rate. was unduly low or high 
during that period because of exceptional circumstances, In such special cases 
it was provided that a board could adjust the rate to what it considered fair and 
reasonable, 


(4) Where it is shown that the wage levels of 1926-29 if restored would 
be .out of line (i.c. above present prevailing rates) wage increases granted in any 
calendar year to be limited to 5 per cent of the prevailing rates, 


(5) To assure workers thet their aah: standards would not be lowered 
because of wartime rises in living costs, a wartime cost-of-living bonus, 
independent of basic wage rates, might be paid. In deciding the extent of this 
bonus, the following points were to be observed, 


(i) Cost of living changes were to be measured by the new Cost of 
Living Index with such adjustments as regional requirements might indicate, 


(ii) The amount of the bonus wes to be determined not oftener than 
every three months and no bonus wes to be paid at all unless the cost of living 
had risen at least 5 per cent from August 1939 or from any date subsequent to 
August 1939 at which a wage increase had been granted; thereafter no further 
bonus wes to be paid until and unless the cost of living had risen 5 per cent 
from whet it was when the previous bonus was determined and no bonus was to be 
decreased unless the cost of living fell 5 per cent from the level existing when 
the last bonus was determined, 


(iii » bonus was to be a flat emount per hour or week uniform for 
all workers and calculated so as to protect the worker against increases in the 
cost of basic necessaries of life, 


(6) Special arrangements re shifts and working hours to meet the necd for 
increased specd and volume of output were to be made by mutuel agreement and 
were to apply only while the emergency lasted, At the seme tine the health 
ond safety of workers were to be safeguarded, 


(7) In industries where continuous operation wes necessary or where a 
three-shift basis could not be operated successfully, arrangements should be made 
to give workers at least one dey's rest in seven, and any extra rest needed to 
ensure maintenance of a rest period properly rclated to the work period, Where 
such arrangements are made overtime rates of pay should be adjusted to meet the 
conditions in a manner reasonable to both employers and cmployees, 


(8) Where the intcrests of war production require the suspension of workers, 
a condition of such suspension was that workers, who so desire, should be 
restored to their positions as soon as the cmergency was over, 


(9) The Registrar of the I.D.I, Act was to record such suspensions or 
departures from trede prectices during the wor so os to facilitate restoration 
after the war, 
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(10) In case of any dispute in which a contract with a government 
department is involved, the Eosard of Conciliation end Investigation con- 
Sidering the case shall give the department concerned the privilege of 
submitting a brief concerning the government's views. 


Order 7440 was passed beceuse experience had shown that the methods 
provided for by P.C. 3495 had not worked well enough in many cases, and 
because those methods, even if otherwise satisfactory, would have resulted 
in countess arbitrary decisions and deprived lebour organizations of 
their legitimate functions. 


(f) F.C. 3884, May 30, 1941, set new and higher minimum wage rates 
than those established by P.C. 3271 of December 1934. For male employees 
over 18 years of age and any employee holding a certificate from a recog- 
nized pre-employment school under Canada's War Emergency Training Programme, 
the mimimum wege was set at 35’ cents an hour instead of 30 cents as 
previously. The rete for female employees over 18 years was raised from 
20 to 25 cents an hour. However employers were permitted to employ 
beginners in 4 trade on condition that wages were 20 cents per hour for 
the first four weeks, 25 cents for the second four weeks, 30 cents for 
the third four weeks and 35 cents thereafter. These changes were made 
because a number of serious disputes had arisen over wage rates at or near 
the former mimima and it was desired to allay industrial unrest and avoid 
disputes, 


(zg) P.C. 4020, June 6, 1941 provided for the setting up of an 
Industrial Disputes Inquiry Commission. It was to consist of three members 
appointed by the Minister of Labour to act as Commissioners under the 
Inquiries Act. This Commission was really to deal with many cases where 
Boards of Conciliation were being applied for but where, it was felt, 
satisfactory settlements could be effected without recourse to such 
Boards. The Order gave the liinister of Labour power to reier any dis- 
pute to the Commission which was to make a prompt preliminary 
investigation of the matter and arrange a settlement if possible. Where no 
mutually satisfactory settlement was reached, the Commission was to inform 
the Minister re the neéture of the dispute and suggest whether it warranted 
appointment of a Board of Conciliation. In short it was hoped that prompt 
treatment by the Commission would settle many disputes before they became 
too serious and thet the necessity of appointing special Boards would be 
minimized. 


(Hy ORG; ho4e. dune 25, 1947, extended the provisions’ of PC. 6286, 
November 7, 1940 re labour enticement to all industries. 


(i) P.C. 4643, June 27, 1941, made certain amendments to P.C. 7440 
re cost of living bonuses. An important change was the clause which stated 
that "for each rise of 1 per cent in the cost of living the amount of the 
bonus shell be 25 cents per week, except for male workers under 21 years 
of age and female workers who, if employed at basic rates of less than 
50 cents an hour on jobs not ordinarily essigned to adult male workers, 
shall receive a bonus of 1 per cent of their basic wege rates." 


(j) P.C. 4758, June 27, 1941 stated that “any employer by whom a person 
accepted for service in His Majesty's Forces was employed when accepted for 
such service must reinstate him in employment at the end of that service 
in such occupation end position and uncer conditions not less favourable to 
him than those which would heve applied to him had he not enlisted; provided, 
that the right to reinstatement shall be subject to established rules of 
seniority in that employer's establishment, with retention of seniority 
rights during the employee's period of service with the Forces or, in an 
absence of such rules, to preference according to dates of first employ- 
ment in the employcr's service, ‘Section 4 gives certain grounds on which 
employers may be exempted from heving to reinstate returned workers. 

Section 5 states thet, once an employer has reinstated a returned worker, 
he cannot dismiss him within six months without proving sufficient cause 
for so doing. Section 6 prohibits an employer from dismissing an employee 
because he expects such dismissal will result in the employces being 
accepted in the armed forces. 


(k) P.C. 8253 passed October 24, 1941 provided, among other things, 
for a Nationel War Labour Board, and ordered that no employer shall 
increase the basic scale of wage rates paid by him as at November 25, 1941, 
without the written permission of that Board. The Order also required 
employers to pey a cost-of-living bonus to all employees except those 
above the rank of foreman or comparable ranks, 
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(1) P.C. 9298, November 27, 1941, established rules for determin- 
ing when employces should be considered above the rank of foreman 
stated when such employees were or were not cntitled to bonuses, 
gratuities or sheres of spate or cost of living bonuses, indicated 
the extent of such bonuses, etc., end the conditions under which they 
could be paid. 


(m) P.C. 9514, Decomber 5, 1°41 made certain amendments to 
P.C. 8253 of October 1941 which provided for the setting up of the 
Netional War Labour Board ete. The amendments made the provisions of 
the earlier Be apply to smaller employers not covered by it 
established a Regional War Labour Board for cach province, proniiieed 
employers from reducing wages without vermission, and clarified the 
relationship of P.C. $253 to Provincial mininum -wage laws. The 
amended order made the provisions apply to all employecs except 
Dominion or Provincial governments, farmers, fishermen, hunters, and 
trappers, religious, charitable end educational institutions, and 
employers of domestic servants. The following regulation as also 
added: "Notwithstanding any provision of any collective agrecment 
with respect to working conditions, either party to any such agreement 
nay apply to the National Wer Labour Board for the revision or suspension 
of any such conditions and the Board shall have power to direct any 
revision or suspension not inconsistent with the provisions of this 
Order which it may deem advisable." 


(n) The Unemployment Insurance Benefit Regulations, made by the 
Unemployment Insurance Commission, were approved on January 13, 1942. 


(o) P.C. 1774, March 9, 1942 gave the Il 

to authorize anyone to act as his representative or as an inspector 
in connection with administering the Wartime Wages and Cost-of-Living 
Bonus Order (i.e. P.C. 8253 of October 24, 1941.) Any person so 
delegated by the llinister was given authority to enter any place of 

enployment and meke any investigation necossary to find out whether 
tons of the Wartime Wages end Cost-of-Living Bonus Order is 
being lived up to. The Order also requires employers to furnish any 
information reletive to this matter asked for by the inspector. Any 
employer who fails to give the intormetion requested or delays or 
obstructs work of the inspector is made liable to a $200. fine. In- 
Spectors were to be provided with identification cards, 


inister of Labour power 
iv 


(p) P.C. 1445, Merch 2, 1642, provided for the establishment 
and maintenence of an inventory of employable persons. Such an 
inventory was considered en essential prerequisite to the effective 
use of Canada's labour supply in the war effort. Prior to passing 

he Order the Department of Labour, in co-operation with the Unemploy- 
ment Insurance Commission and the Dominion Bureau of Statistics, had 
experimented in establishing a partial inventory of over two million 
employees insured under the Unemployment Insurance Act, had classified 
them by location, occupation, employer, sex and age, and had decided 
that it was quite feasible to set up and maintain such an inventory, 


(q) PC. 2254, March 21, 1942, provided for the appointment 
of a Director of N-tional eeiective Service along with an Associate 
Director. Their dutics were "to co-ordinate the policies and 
activities of the departments and agencics of the Government which 
affect or relate to the demand for and supply of labour needed to 
prosecute the war in all its phases, to make any necessary recom- 
mendations in connection therewith, and generally to perform such 
other duties as the Governor in Council might direct. The order also 
provided that the representatives of employers and cmployees on the 
Executive Committee of the National War Lebour Board should be made 
members of the NOS 2 ec Committee on Labour Co-ordination 
which Committee was to advise the Director of National Selective Service 
on matters re the development and administretion of the National Selective 
Service programme. The Order also provided that "The Director of National 
selective Service shall appoint an officer for each area assigned by 
the Unemployment Insurance Commission to a local employment and clains 
office." This officer was to represent the Dircctor in such area, 


(r) P.C. 2253, March 21, 1942 arranged for the transferonce of 
the duties, powers and functions vested in the Minister of Netional War 
Services releting to conducting national registrations, etc. to the 
Department of Labour. 
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(s) PC. 1955, March 13, 1942 provided that cvery employer employing 
one or more pcople in insurable cuployment shall register all of his 
employces whether they cre engaged in insurable employment or not, on forms 
provided by the Unemployment Tnsuravos Commission, This was to aid in 
carrying out the provisions of the Uncomployment Insurance Act, 1940, and 
also provide the informetion needed by the Minister of Labour in establishing 
the inventory of employable persons as mentioned above. 


(t) P.C. 1840, Merch 10, 1942 authorized the Minister of Labour to 
provide for the extension and improvement of training in personnel menage- 
ment and to eppoint ec Director of Personnel Training to take charge of 
this development. In deciding on this course the Government stated that 
problems of personnel administration in the war ep Peg BEES beconing 
more important; end thet adoption of clear-cut personnel policies and 
their administration by effective personnel departments tend to remove 
misunderstanding end lead to fuller co-operation between employers and 
employees. It wes felt also that it would lead to more efficicnt prosecution 
of the war effort were the Government to facilitate the training of the 
right people in the fundementeal principles and practice of personnel manege- 
ment e 


Regulations Affecting Selling Prices, 


(a) P.C. 2516, September 3, 1939 provided for the creation of the 
Wartine Prices and Trade Board. Its dutics were to provide safeguards 
under war conditions against any undue-enhancement in the prices of por 
fuel and other necessaries of life, and to ensure an adequate supply a 
equitable distribution of such Bees oe. 


.(b) F.C. 3776, November 22, 1939, authorized the Wartime Prices and 
Trade Board to fix maximum prices for wool. 


(c) Three annuel contracts heve been nede between the British and 
Canadian governments whereby stipulated amounts and qualities of bacon 
end other pork products are to be sold by Canada at fixed prices. 


(a) P.C. 6410, November 13, 1940 geve the Wartime Prices and Trade 
Board ee leit! to fix the price of butter...An Order of the Board of 
December 27, 1940, fixed the wholesale butter price at 35 cents basis 
Montreal, 


(c) P.C. 7373, December 13, 1940, gave the Wartime Prices and Trade 
Board power to prevent any person from talking advantage of the War Exchange 
Conservetion Act, 1940, to increase the price of goods more than was justified 
by Sree. S in SoGEs oF procuction and distribution, 


ng 
surmer of 1941 whereby linits were placed on the amount of pork products that 
could be offercd for sale in the domestic market. See 1(c) above for details 
particularly re P.C, 2978 which gave the Board authority to limit distribution 
of pork in Canada. 


(f) The various steps tekon by the Bacon Board during the spring and 


xports of live hogs to all 


(es). “P.C, 5532; July 22, 1921 prohibited 
except lard to any but the United Kingdon 


countries and of edible pork products excepi 
and Dependencies. See 1(d) above for details, 


€. 
7 
ae 


(h) P.C. 3175, Mey 5, 1941 amended the 1940-41 Bacon agreement so as to 
provide for an advance in the price paid by the Ministry of Food. This change 
resulted in an edvance of $1.00 per hundred pounds in the price which 
the Bacon Board paid packers for export bacon, During June and July further 
ineros.ses of 75 cents, 75 conts and $1.00 per hundred were announced by the Boar 
These advances were the result of special subsidies on the part of the 
Canedian Government. 


(14) P.C. 3696, Mey 30, 1941 provided for raising the price of choese 
1 cent & pound by meens of government subsidy. In the meantime the Dairy 
Products Bocrd had ordered that, commencing on the 26th of May 1941, all 
cheddar cheese produced in Ontario «nd Qucbec was to be exported. The effect 
of this on supplics and therefore on selling price in the domestic market was 
bound to be considerable. 
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(j) P.C. 3028, July 8, 1940,. prohibited export of hides and skins except 
when approved by the Hides and Leather Administrator of the Wartime Prices and 
Trade Eoard. P.C. 4767 July 2, 1941 gave the Adninistrator power to fix the 
maximum price or markups at which eny hides and skins mey be sold or offered for 
sale. <A further Order of the same date required pockers and all other dealers 
in hides to secure licenses from the Boerd at $1.00 cach on and after August 16, 


“1941. 


(k) F.C. 1473, April 11, 1940 prohibited the issuing of licenses to export 
cod liver oil or cod livers unless approved by the Wartime Prices end Trade Board, 
P.C. 2666 June 20, 1940 nde a ares | requirement re fish livers, fish oils, fish 
liver oiis. and fish-visceral oils. f.C. 5678 , July 31, 1941 made.similer restric- 
tions on the export of tankage, ee meal or meat scrap containing over 6.5% 
ammonia, dricd biood, bone meal end fish moal, P.C. 2124 October 12, 1939 pre- 
vented the export of fertilizers unless export was recommended by the Minister 
of Agriculture. P,C. 9935 Decomber 23, 1941 prohibited export except under 
license of beef and calf pancreas on and after December 30, 1941. P.C. 2315. 
March 24, 1942 prohibited export, except under permit, of beef and veal, dressed, 
and other edible beef and veal products. P,C. 2450 March 27, 1942 prohibited ex-= 
port, except under permit, of the following: enimal fats and greases, not elsewhere 
Specified, animel glands and glandular organs, cattle, ox, and calf tail hair, 
including switches, gelatine and gelatine capsules, green salted calf skin 
trimmings, Hide trimmings P.C. 1371, effective February 24, 1942 prohibited export 
except under permit, of tomato juicc anc soups in air-tight motal containers, 
Order 33 of the Department of Agriculture, December 13, 1941, stipulsted thet no 
person could ow or hold for his own account in Ontario and Quebec, on January 1, 
1942, an emount of cheddar cheese greater then 35 per cent of the amount held 
on Jonucry 1, 1941. During July 1941, packers received request ordors from the 
Wartime Prices and Trace Board stating thet, in the Board's opinion, lard prices 
hed gone high cnough, and requesting that no further increases in selling prices 
take place. 


(1) . Several of the nore important regulations of the Bacon Board heve of- 
fected directly the price received by packers for oxport pork products. Price 
schedules have been established and revised by the Board at various times. 
Regulcetion 1, December 22, 1939, e.g. set up 2 schedule of prices for Wiltshires, 
Regulation 5, Jenucry 4, esse Be shed the invoice price for N.A.A.Fel. Middles, 
Rogulation 13, February 5, 1940 sect invoice price for bacon. Regulation 16, 
February 26, 1940 sct the schedule for hams and cuts effective March Ath, and 
Regulation 17, February 26 set one for cuts in store prior to January 15, 1940. 
Regulation 30, May th, 1940, made a general reduction of half a cent a pound 
while Regulation 34 increased the sia e by half ao ecnt. Rogulation 40, November 1, 
1940 established a ncw price schedule effcctive November 4, 1940. Another price 
dist’ was set forth in Regulation No. 42, December 13, 1940. Regulation 47, May 1, 
1941, set up another price schedule for Wiltshires end cuts put into cure after 
Mey 2nd, 1941. Still another schedule was sct up by Regulation 48, June 2nd, 194], 
on product put into cure efter June 2nd. Further price lists were established by 
Regulation 49, June 25 and Reguletion 50, July 25, 1941. 


2 


(m) Certain controls, by causing increased costs, indirectly contributed to 
higher selling prices of me products. Among such controls might be included sone 
of the tex increases introduced since and because of the war. For example the 
Special War Budget of Fle Pes 12, 1939 removed many erticles from the list of 
those exempt from the scles tex. Among those removed were salted or smoked meats. 
Other wartime tax increases thet have undoubtedly affected costs and therefore 
prices ere the thrce per cent rise in the corporation income tax, the imposition 
of the 10 per cent War Exchenge Tax on ell imports fron June 1940, the increased 
gasoline tax, and the verious license taxes and fees established from time to 
time, In the same way controls requiring higher wage peyments have indirectly 
affected the selling prices of products. 


(n) In eddition to 211 the foregoing the prices of products sold by packers: 
have been directly influenced by the establishment of the Maximum Price Reguletions 
which have formed en intogral part of the Govermnent's gencral price-cciling 
policy announced in October 1941. The following is a list of the maximum price 
orders so far announced and which relate to products of the packing industry. 


Order No. 65 of the Wartime Prices and Trade Board, November 12, 1941 fixed 
the maxinum price at which cheese made in Ontario and eer an could he sold at 
25 cents a pound f.0.be factory shipping point. Order 8527 November 1, 1941 set 
forth The Maximum Prices Regulctions in general. The Order statcd that "no persons 
shell after November 17, sell any goods a a price higher than the maximum price 
charged during the 'basic period' i.e. the four weeks from September 15, 1941 to 
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October 11, 1941. Whore a contract to supply goods was entered into prior to 
November 17 at a price above the maxinum as here indicated, the price shall be re- 
duced to such maximum price. No aie shall impose any terne of sale so as to 
increase the price above the said naximun. 


The above regulations re maximum prices were not to apply in the case of goods 
for export or those sold to the Department of Munitions end Supply. 


Order 8818 November 11, 1941 postponed operction of the Maxinum Price Regula- 
tions until December Ist. 


Order 70 of the Wartime Prices and Trade Board, December 9, 1941 set the 
mexinum price for turkcys. 


Order 76 of the Wartine Prices and’Trade Board, December 16, 1941, further 
elaborated and clarified the general operation of the maximum Price Reguletions. 


Order &4 of the Board, Januery 13, 1942 set the meximum price that a manu- 
facturer of alfalfa meal could charge. At the point of manufacture and exclusive 
of bags, the price wes to be not more than the cost of the hay from which the meal 
was made plus ©6 per ton for grincing , bagzing and loading. 


Order No. 90 of the ose January 20th, 1942 fixed the maximum prices for lanb, 
In the cese of frozen lamb, shipped during cenmaey to June inclusive, the price could 
exceed the basic period price by from 1 cont to 2¢ cents a pound depending upon the 
month of shipment. Fresh lemb shipped during January to May inclusive could sell 
above the maxinum prices for autumn lamb by as much as 4 cents a pound depending on 
the date. Fresh lamb from lambs born in 1942 or December 1941, if shipped before 
August 15, was exempted from the ileximum Price Regulations, 


Order 95 ores, 27, 1942 set the maximum price at which processors could sell 
dingeed oil and linseed oilcake meal. The oil’ was set at 71 cents per gallon 
fyero. witis and the oileake meal et $40 per ton f.o.b. mills. 

Order 101, February 10, 1942 set the meximum wholesale carlot prices f.0.b, 
point of naaatecture of feeding tankage or feeding meat and bone tankage, meat 
Scrap, meat meal, meat and bone scrap or meal, and blood meal. 


Order 109, Merch 23, 1942 states that "no packer or wholesaler shall sell or 
offer for sale any 3 meat or meat product at a price higher than the highest price 
cherged in the four weeks from Sopter iber 15 to October 11, 1941, by the same packer 

wholesaler to the same buyer for the same kind, grade, brand quality and/or cut 
of meat or meat product; proviced, however, that any customary differentials in 
respect of quelity seles shall be continued," 


Order 116 Merch 23, 1942, states that the month of Junc 1941 rather than the 
regulcr besic period (September 15 = October 11) shall be regarded as the basic 
period when fixing the maximun prices of a long list of groceries. The list includes 
canned meats, mincemeat, cooking oil, canned pork and beans, soap, end canned soup. 


Order 123, tpril 7, 1942, states that wherever, by reason of the paynent of a 
subsidy by the Connodity Prices Stabilization Corporation the cost of goods to an 
importer, manufacturer, wholesaler or retailer is reduced below the cost on which he 
based his gestion selling price of such goods curing the basic period (September 15 - 
October 11), the maximum sclling price of such person for such goods shall be 
reduced proportionatcly. 


Order 120, April 7, 1942, after giving ccrtain rules re retail delivery of goods, 
states (clause 4) thet no menufacturer or wholesaler may sell eny goods to any con- 
sumer unless he hed an established retail outlet prior to spril 7. Possession of a 
license under Order 78, December 23, 1941, is teken as evidence that such retail 
outlet existed. 


8, Regulations Affecting the Volume of Opcreting Profits 


(2) The first controls under this heecing appeared with the introduction of the 
Special War Budget on September 12, 1939. The nost important one was the Excess 
Profits Tax Act which provided for a tax on excess profits, to be calculated on 
either of two bases at the option cf the taxpayer. One option embodied a 
graduated tex on profits when calculcted as a percentage of capital employed in 
the undertaking, while the other option embodied a tax of 50 per cent on the 
increase in profits over the everage profits for the four years 1936-39 inclusive 
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or the four fiseal periods of the taxpaycr ending thcrein, In either case the Act 
provided for deducting the ordinary income tax paid as an expende before calculating 
the excess profits tax, 


Under the Income War Tax Act the ordinary rate of tax on corporations was ine 
creased from 15 to 18 per cent, while the rate on companics making a consolidated 
return was increased from 17 to 20 per cont. A war surtax cqual to 20 per cent of 
the tax payable by individuels uncer cxisting income tax rates was also levied, 


The Second War Budget, introduccd June 24, 1940 meude cxtensive revisions re the 
excess profits tex. Under the emencncnts excess profits werc to be taxed at 75 per 
cent and a minimum tax of 12 poe cent of total profits was provided for. A Board of 
Referees was empowered to make adjustments in special ceases, 


Income Taxes were increased by lowering personel exenptions from $200 and $1000 
Ny g Pp t 
to $1500 and $750 for merricd and single people, respectively. 11 income tax rates 
> 3 

were reised with perticularly heavy increases in the middle and lower brackets. 
£ione with the regular income tax there was levied a flaterate tax of 2 per cent on 
total income where incomo execeded $600 and $1200 in tho case of single and married 
people respectively. Single people with incomes over $1200 paid 3 per cent. 


In the Budget pres ented at the beginning of May, 1941, income tax rates were 
very substantially raised in the case of all those with incomes of $5000 or less. 


ve 


the Nationel Defense Tax rates wore also raised, 


In regard to corporation taxes one important chango was meade. Previous to the 
Bucee> companics paid the higher of 12 per cent of taxable income or 75 per cent of 
the excess over the ‘standard! profit. The 1941 budget, however, raiscd the mininun 
Toove from l2 uo <2 per cent, Though this minimum is a provision of the Excess Profits 
Tag ct, it is, strictly speaking’, not an excess profits Tax at cll since it applies 
To practically all business profits. When the excess profits tax minimum of 22 per 
cent is added to the rcgular corporation income tax of 18 per cont for non-consoli« 
dated returns and 20 per cent for those made on a consolidated basis, the effective 
minimum rate of corporation income tax is 40 or 42 per cent depending on the basis on 
which tax returns are made. In other words, while the regular corporation income tax 
is still 18 or 20 per cont (depending on the basis of returns), 2 company must pay et 
least 40 per cent of its net income to the government whether it makes excess profits 
or not. 


No change was made in the maximum excess profits tax rate of 75 per cent of the 
amount by which taxable income exceeds the average for the base period. However, 
some dmportant modifications in the rules for calculating the excess profits tax 
were made a few weeks before the introduction of the budget. Thesc changes stated 
that where a taxpayer finds that earnings of one of the four years from 1936 = 39 
inclusive is less than 50 per cent of the average of the othcr standard years, he 
ean choose his three best years in this period and average taxable income on this 
‘basis, Previously no allowance wes made for one bad year. Even if an actual loss 
were expericnced in one year, the remaining total still had to be divided by four to 
arrive at the standard profit. Since the change the profits of the three best years 
cen be taken and averaged over this three year period to arrive at standard profits. 


A further change designed to make the tax more equitable was made, The original 
‘standard period! was defined as the years covered by company reports appearing in 
the years 1936, 37, 38, and 39 in all cases where the Sac year did not coincide 
with calender years. This meant that a company with its year ending early in January 
would actually be basing its standard profit on far more of 1935 than of 1939, Under 
the changed provisions the definition of 'standard period!’ wes amended to require 
that taxpayers whose fiscal years do not coincide with tha calendar year shall ap-~ 
portion to the four calendar years 1936, 37, 38 and 39 the profits of their corres~ 
ponding fiscal periods. The apportiennent was to be made on cn oquel daily basis. 


(b) RS Ea mede for quite a different purpose but which may well have 
Operated so as to affect ae profits were those made in May, June and July 
L941 end meine to the anount of pork end pork products that could be distributed 
in the domestic market. (See 1 (c) above.) 
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11. ORGANIZATION AND CHARACTERISTICS OF THE PACKING INDUSTRY 


1. Some Measures of the Industry's Importance. 


When attempring to measure the importance of an industry there are three 
general criteria which may be applicd. One plan is to note the actual or absolute 
scale of operations, A second method is to compere the scale of activity in the 
industry in question with thet of other industries and thus establish its relative 
importance. In the third place one may examine the extent to which the industry is 
integrated with the general cconomie life and structure of the country in which it 
Operates, When examined on any one or all of these bases the pronounced importance 
of Canada's packing industry becomes obvious. 


The most recent (1941) edition of The Canada Year Book shows thet the 
slaughtering and meat packing incustry ranks third among the forty leading Canadian 
industries from the standpoint of gross value of products. On this basis it is 
surpassed only by the non-ferrous metal smelting and refining and the pulp and 
peper industries. The same source shows that the packing industry is far above all 
by the metal smelting and refining industry so far as the cost of materials used 
is concerned. While some fifteen industries employ more lebour there are not more 
than helf a dozen which surpass it appreciably on the basis of capital employed. 
The last annual census of the industry showed a capitel investment of over fifty- 
six million dollars, an employee population of 12,503, a cost for the materiels 
used of $143,481,692 and a gross value of product totalling $175,767,382. In the 
tight of such figures and facts it is difficult to consider the industry as other 
than coxtremely important both relatively and absolutely, 


While clearly important as 2 source of employment and an outlet for 
investor's funds, there can be little doubt thet the packing industry's chief claim 
to significence lies in the fact that it acts as a strategic intermediary between 
severel hundred thousand livestock producers and several million consumers of live- 
stock products, In presont-day language one may say that the industry has come to 
occupy the position of a bottleneck connecting these two classes which together 
‘make up most of our populetion, In the first place the packing industry provides 
the immediate market outlet for the major part of the livestock which enters 
commercial chennels, Its processing work proper consists in making the best 
possible use of the raw material thus secured. It involves constant research 
concerning uses for products and methods employed in providing them. The general 
result is the transformation of the livestock into a long list of products some of 
which are consumed as human food while others are put to a great variety of in- 
dustrial uses, In addition to performing the processing function the industry 
undertakes a large part of the physical distribution of the processed goods, Its 
normal practice is to complete the wholesale distribution and, in the case of 
certain products, the retail handling as well, 


On the efficiency with which the varied activities are carried out depends, 
in considerable degree, the size of the former's market and the price which primery 
producers receive and final consumers pay. In addition to the large number of 
industries and individuals whose fortunes are indirectly affected by the operations 
of the packing incustry one might add the importance which attaches to any in- 
dustry which is responsible for supplying basic requirements of everyday life. 

In this case the nature of the main products handled not only makes the industry 
essential but guarantees its permanent character, 


2e Type and Degree of Organization 


Various forms of business organizations are represented in the pecking 
industry, Generally speaking the form varies with the scale of operations and the 
precise neture of the business carried on. In 1941 the Dominion Bureau of 
Statistics reported 145 slaughtering and meat packing establishments in operation, 
The latest census of the industry indicates that these establishments are in the 
hands of about 120 different operetors. Of this number all but a few (possibly 
eight or nine) ere definitely in the small scale class even though they exhibit 
considerable variation in output. Being small scale many of them are organized on 
the individual or partnership basis. Quite a few, however, are small companies 
with a very limited number of shareholders. The remaining concerns fall into two 
general clesses from the standpoint of operating scale. A small number occupy @ 
sort of intermediate position between the large number of small operators and the 
So-called 'big three.!' While these firms, which may properly be thought of as 
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mediunesized, are organized on a corporate basis, their ownership tends to be 
rather closely held. In one or two cases, at least, they are really family-owned 
companies. 


The three largest operators in the industry are definitely in the large 
scale class. Inrecent years the sales of Canada Packers Limited, the largest 
occupant of the field, have been around 60 per cent of the incustry's total while 
Canada Packers and The Swift Cenadian Company together have accounted for about 
85 per cent of the total, It is mainly because so much of the business is done by 
these two companies that there is justification for describing the industry as one 
principally of large-scale production. Swift Canadian Company is a Canadian sub- 
sidiary of the parent company operating in the United States while Canada Packers, 
Limited, is a holding company which has consolidated the operations of a number of 
member companies under one management. 


The above account shows the general trend so’ far as forms of business 
organization are concerned. Perhaps the most significant fact is the reletive 
dominance of the corporate form and the comparative absence of the co-operative 
form. At the present time only two firms are organized on the co-operative basis. 
One is the First Co-operative Packers of Ontario, Limited, operating at Barrie and 
the other is the Co-operative Féderée de Quebec operating in Montreal. 


While in most cases there is only one pecking establishment per firm the 
industry contains some notable examples of the chain principle. Burns and Company, 
Swift Canadian and Canada Packers 211 operate several plants at different points, 
Burns plants are located at Vancouver, Calgary, Edmonton, Regina, Prince Albert, 
Winnipeg, and Kitchener (since the control of Dumarts was ecquired during 1940-41). 
Swift Canadian plants are located at New Westminster, Edmonton, Moose Jaw, Winnipeg, 
Toronto and Moncton. Canada Peckers operate at Vancouver, Edmonton, Moose Jaw, 

St. Boniface, Toronto, Peterborough, Hull and Montreal. In addition to these pro- 
cessing plants numerous establishments for the wholesale distribution of products 
are located in the more populous centres across the country. Canada Packers e.8. 
maintains wholesale selling brenches at about thirty points in Canada and Newfound- 
land, 


In the case of the lergest firms operations ere organized on a departmental 
basis. The tendency is to have separate departments for each of the more important 
types of product handled, In this connection it is important to note that certain 
of the enterprises are the result of using animel by-products as basic raw 
materials for the manufacture of other commodities and that other activities are 
carried on which are a pert of the packing business only in the sense that they 
are undertaken by pecking compenies. Hence we find that, in addition to divisions 
such as the beef and pork departments which are integral ports of meat. packing 
proper, there are sozp depertments, shortening departments, feed departments, 
fertilizer departments, provision departments, canning departments, etc. Some of 
these, such as the fertilizer and canning divisions, involve ownership and 
operation of special plants located in various sections of the country. Further 
activities include the operation of a limited number of creameries, a cold storage 
business and, in the cese of Canada Packers, the operation of a wool-pulling plent 
at Toronto. 


In connection with the structural set-up of the industry there are two or 
three remeining points which seem rather important. One metter concerns the 
geographical distribution of the packing establishments. Here several facts may 
be noted. The first is that there are at least some such establishments in every 
province, The second is that, if one excepts the Swift Company which operates in 
New Brunswick, there is no operator of any size with a packing plant in the 
Maritimes,. Another is that elmost two out of every three establishments are 
located in the central provinecs of Qntario and Quebec. A lerge proportion of these 
operate on a fairly small scale. Again there are far fewer plants in relation to 
the number of livestock processed in western than in eastcrn Canada. While there 
are small as well as large plants in the west there are fer fewer small ones in 
proportion to the livestock populetion than is the case in Eastern Canada. This 
is another wey of saying thet a larger proportion of the total livestock must go 
to the larger plants in Western than in Eastern Canada, 


Another matter of significance is the relationship which exists between the 
size of plant and the kinds of livestock processed. There seems to be a common 
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belief that all plants ere able to handle all kinds of livestock equelly well end 
that, so far as technical operations are concorned,. no preference for this or that 
kind of livestock exists. As e metter of fact, however, a great many of the 
smaller plants are designed for the processing of hogs only end either do not 
handle other kinds of stock at all or do so only to a limited extent and under 
Special circumstances, Of the severcl reasons for this which may exist there are 
two which seem to stand out. In the first plece veriction in the types of live- 
stock handled means veriction in the size of plant end kinds of processing equip- 
ment. Furthermore some of the equipment items required in the processing of 
animals other than hogs are among the most expensive in the whole pecking business. 
The cooling rooms for beef and mutton, for example, indicate the lerge amount of 
fixed investment thet is involved, Where the amount of investment funds is 
Timited, as is ordinarily the case in the formation of all tt the larger companies, 
it is only natural thet the nature of the business should be restricted. The 
Second reason has to do with the ability to use by-products, It is generally 
recognized that a packer's receipts for livestock products ore made up partly of 
the returns for the meat and partly of the returns for the by-products both cdible 
end inedible, It is perhaps less well known that, of the total receipts, the 
amount resulting from the sale of the by-products varies, greatly depending on the 
kind of anincl- that is processed. It has been stated ( thet over a period of 
years, the cverage return meat packers recoive from the by-products approximetes 
the following percentage of the total received for meat and by-products: hogs 3.5 
per tent, cetile 15 per cent, and lambs 20: per cent. The most valuable inedible 
by-products are the hides of cattle and the pelts of lambs. Since receipts from 
the by-products of cattic and lembs are so important it is obvious that no pecker 
can undertake cxtensive processing of these animals unless he is in a position to 
handle the by-products cfficicntly. However, real efficiency in the use of by= 
products has been achieved only where operations were on a large scale basis. It 
follows therefore that in meet packing, which is 2 nerrow-margin business, the 
smaller operetors must steer awey from the slaughtering of those kinds of live- 
stock from which a lerge return in the by-products is received. 


Before leaving the subject of orgenization mention may be made of The 
Industrial and Development Council of Canadian Meat Packers, The Council was 
organized in 1919 and has operated continuously since that time, While its con- 
stitution states that any pecker operating a Government inspected plant under the 
provisions of the Mcat and Canned Foods Act of the Dominion or under provincial 
Government inspection may become 2a regular membor, present membership is made up 
of some eleven firms. The list includes all of the large and several of what are 
ordinarily spoken of as the mediumesized operators. Collectively the members 
process about eighty-five per cent of the Dominion Government inspected livestock 
products produced in the country. 


The Council is soverned by a President, two vice-presidents and an 
Executive consisting of every member, All members heve the same standing and 
voting powor and no important decisions are made unless there is unanimous agree 
ment. A full time secretary who is also the chief executive officer is employed 
amd the secretarial headquarters are located in Toronto, There is also a permanent 
representative located in Winnipeg. Regarding objectives the gencral idea seems 
to heve been that the interests of the packing industry could best be served by 
peying special ettention to the way in which the livestock industry developed, 
The constitution sects forth seven gencral objectives as follows: 


(c) To provide means of meeting breeders and producers of livestock for 
he purpose of discussing and taking action on all matters of mutual interest to 
livestock producers end mcat packers. 


(b) To co-operate with livestock Breeders! Associations, Fermers' Organiz- 
etions, Railways, Banks and Financial Institutions, Federal and Provincial De- 
partments of Agriculture and all other bodics interested in the development of 
agriculture. 


ee 


(1) Article entitlcd "How By-products Affect Livestock Prices" by F.M. Simpson, 
Agricultural Research Director, Swift and Company, Chicago, in the 1940 proceedings 
of The American Institute of Co-operation. Published by the Institute, Washington, 
D.C. 
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(c) To aid in the improvement of the quality and breeding of live- 
stock on the farms of Canada, 


(da) To promote the development of domestic and foreign markets for 
all livestock and meat products. 


Lonces connected with the 


(c) To encourage the study of the art sh 
nea its preparation as food. 


Q 
> ~ 
production of livestock, the packing of meat, and 


(f) To make available to the consumer a knowledge of the meat packing 
industry and its cconomic value and vital place in the transformation of 
livestock into food at the lowest possible cost. 


(zg) To place at the disposal of the Federal and Provincial Governments 
information which may be of service in solving problans that arise in 
connection with the livestock and packing industries. 1) 


3. special Characteristics of the Industry 

Perhaps the most important characteristic of the packing industry is its 
pronounced dependence on the livestock which constitutes the main raw matcrial. 
Large supplies of livestock are necessary in order to permit the specialization of 
function end gencral technical efficiency, that accompanies large scale operation. 
Real efficiency in plant operetions, in the handling of by-products, and in sell- 
ing all depend on having a large number of aninals to process. Moreover, since 
the profit per unit handicd is usually small, a sufficient aggregate profit cannot 
be obtained unless a large volume of business is secured. This is particularly 
true in the case’of the bigger firms where fixed investment is large and where it 
tekes a greater varicty of forms. 


While the dependance on lerge livestock supplies is great it is also 
important that these supplics be delivered evenly throughout the year and also 
from year to year, Irregular delivery necessitates expensive storing of products, 
increases the amount of speculation in the business, and prevents the most 
efficicnt use of mon and cquipment. Labour and equipment that is required at 
peak supply periods must remain partly unused at times of low marketings, In 
addition to receiving them regularly it is highly desirable, from the standpoint of 
the packing industry, that the livestock be of ae particular kind or quelity. This 
is partly due to the fact that certain classes of animals yield more pounds of 
product when processed then others and partly because animals which comply with 
certain quality specifications yicld products which are in greater demand and 
bring higher prices than others. The consequence is that such animals pave the 
way to market expansion and higher prices for animal products. These higher 
prices, in turn, result in higher prices for livestock, larger production of 
livestock, and hence a larger volume of livestock for the packers to process, 


In actual practice the number and kind of livestock marketed varics 
markedly from season to season and year to year. The seasonal variation results 
nainly from the fact thet livestock producers have followed production practices 
that secmed to dovetail with general farm operations and were adjusted so as to 
escape the rigidities of the Canadian climate. The year to ycar variations, on 
the other hand, have resulted from pronounced changes in livestock prices 
particularly as related to feed prices and the prices of other farm products. 


While subject to the supply variations just noted one of the outstanding 
characteristics of the packing industry is thet it is not an industry that is 
particularly susceptible to the loss of business during periods of gencral busines: 
depression. There are two chief reasons for this. One is the fact that the main 
products hendled are among those the consumption of which is continued in fairly 
large amounts even during depressions, The other reason is that, up to the 
present, farmers have tended to naintain and cven expand production of livestock 
and products generally despite the low depression prices. Whatever the reasons 
the fact remains that the packing industry has been able to count on fairly large 
scale operations even during depressions. In en industry which depends so much on 
volume this is very important. 


.(1) A fuller description of the Council and its activitics may be found in the 
October 1938 monthly letter. Publication of the monthly letter is a regula 
undertaking of the Council. 
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If the industry's supply of raw metorials has been subjoct to instability 
the same may be said regarding the demand for its products, This is particularly 
true in respect of the cxporting demand, That demand has shown varietions in 
respect of location, cxtent, the kind and quality of the products wanted, and the 
degree of rogulerity with which they were wanted. In general export markets heve 
been characterized by increasingly kcen competition in which the quality end service 
appeals rival that on a price basis. At the same time a further characteristic of 
the industry is the lerge extent to which it must depend on forcign markets. This 
is specially true of pork products and many of the by-products, With industrial 
operations on anything like the present scale this dependence is obvious, Ability 
to meet forcign competition and secure forcign markets is therefore one of the 
prime requisites, 


in view of the supply and demand variations already cited it is perhaps 
not surprising that the packing industry is characterized by considerable in- 
stability in the prices paid for livestock and rcecived for processed products, 
Livestock priccs vary from plant to plant, day to day, season to season and year 
to year. Those price fluctuations have probably given risc to more dissatisfaction 
end adverse criticism than eny othcr factor associated with the industry. 


' One of the most satisfying features concerning the pecking incustry is the 
relative absence of serious unemployment, The fact that a considerable amount of 
livestock is merkctcd during every week of the ycer csssurcs yoar-round employment 
even though it is sometimes on a shortedey or short-week basis, There is generally 
a period of a few weeks during mid-wintcr when marketings are particularly low and 
when it hes been more or less customary to lay some workors off, At lcast some 
firms, however, have managed to save up special jobs at which mcn who-would other- 
vise be idle may work cven in this slack scason, It would appcar, however, that 
erceter regularity in livestock marketings would make for more continuity of 
employment, less shifting from job to job, cnd more cfficicnt use of the labour 
force or at least the morc skilled sections of it. It might even result in a net 
reduction of the total number of workers omploycd. It might also be mentioned that 
the industry has been eble to process greatly increased numbers of livestock during 
the past two or three years without making any rceelly cpprecicble additions to the 
labour force. The lerger number of people taken on because of the somewhat ab= 
normal labour turnover is quite another nmattor, Wheat has been seid regarding the 
degree of regularity of enployment applics where the work is directly rclated to 
the processing of livestock, In certain activitics carricd on-by one or two of 
the largest firms, such as canning or the operetion of creemerics, cmployment is 
definitely more scasonal or cven tomporary in nature. 


An important thing about the pecking industry is that it londs itsclf 
exceedingly well to the adoption of the specialization principle. This fact has 
led to claborate subdivision of functions and the development of many workmen who, 
because of repetitive practice, have become intcnsely skilled. There are probably 
few industries where workers become more skilled end where the efficiency gains 
resulting are as marked. Since it takes a very considereble time to acquire such 
skill those who alrcedy possess it tend to be regarded and to regerd themselves 
as key men. Not all jobs require equal skill, however, and quite a percentage of 
the employees may properly be classed as unskilled. 


One of tho really significant features of the industry is the great variation 
in the size of the firms which operate in it, This variation has been described 
elready and we mention it here only because it seems a special characteristic. 

The interesting thing is that the many small and medium-sizcd firms cre able to 
continuc in busincss in spite of the fact that thoy all scem willing to egree that 
the really large scele firms have attained vastly groater cfficioncy. There are 

no doubt many factors which contribute to this rcsult. Among them mey be mentioned 
the fact that most of the smell firms heve their plents in the smaller centers 
where wage retes and property taxes are lowor; thet a small firm can usually depend 
upon boing supported by a good meny of the fermors and retailers in its own locality 
pertly because it is able to provide oxtra time and pleco cconomies and partly 
beceuse of the general tendency to support a local industry; that many small firms 
are not in a position where they cre expected to pey satisfactory dividends to 
lerge numbers of stockholders and are cornscquently able to keep on going for @ con» 
siderable time, if necessery, even though there is no surplus efter sclarics, 
depreciation, and reserve heve been provided for; thet since the smaller firms tend 
to limit the scope of their activities, they cre able to give undivided ettention to 
the management of them; and that the lerge 
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firms, by constantly expanding into new creas ond new types of activities, ere in 
reality so spreading their competitive strength thet only part of it is applied 
against the smaller packing firms, Another point worth noting is the ability and 
tendency of the smaller firms to make fairly full and prompt use of technical 
methods and processes developed <t considerable expense by their larger competitors. 
As stated already, one object of the Industricl and Development Council is to 
foster the spread of uniform methods and production of stendardized products 
throughout the industry, It may also be truc thet so long as the packing industry 
is in the expanding stage, i.e, so long as it is possible to increase Cenada's 
livestock population end find a satisfactory market for the extra livestock 
products, the large packing firms may be able to satisfy their desire for in- 
ereased volume of business without having to compete too severely for the business 
of the smallcr concerns. 


In speaking of the variation in the size of firms it scems neccessary to 
mention the dominating role pleycd by the two lergest firms in the Canadian in- 
dustry and particularly by Canada Packers the largest one. In no other country 
does any single firm handle anything like as great a percentage of the totel 
business as Canada Packers does in Caneda, Morcover this Company has achicved 
this outstanding renk within « remarkably short space of years and lergely because 
of unusuelly able management. In addition to its romarkeable growth and financial 
success the company has pioneered the way in respect of many advances in the 
industry, In the mincs of the other oceupants of the ficld it occupies the 
position of undisputed lcadership. 


In respect of the two largest firms in particular it may be said that thoy 
cppear to heve some competitive advantagcs not possessed by the other and smaller 
Operctors, The fect that they operate in so many lines and handle so many products 
permits spreading of the business risks, Their large scale operations permit 
economical financing, full use of the specializetion principle, and efficient use 
of by-products, Their netion-wide operations permit national advertising, intimete 
knowledge of supply and comand conditions and ability to operete a netional system 
of distribution, Agein large scale operations permit the selling economies that 
go with the filling of quantity orders while the fact thet so meny products can be 
hancled by the same salesman tends to result in low pcr unit sclling costs, 


Two or three remaining points may be mentioned. Tho first is that the 
pecking industry, as en industry, does not seem to heve been characterized by high 
profits even though most firms in some yeoars and the leading firms in almost all 
years heve made a good profit. The total profits made are usuclly a mixture of 
operating profits end speculative profits. The amount of operating profits tends 
to run perallel to the volume of business as would be expected. Speculetive 
profits tend to be considerable in periods when prices generally cre rising and 
non-existent when such prices are on the down grade. A sccond point is that the 
industry appcars to be subject to oxtremely rapid depreciation of fixed equipment. 
&£t any rate the emounts set aside for depreciation in the annuel statoments of the 
leeding firms suggest a far more rapid rete of depreciation than actually occurs 
in most businesses. Finelly the packing industry is one in which a very con- 
siderable amount of unused capacity existed botween 1918 and the outbreak of the 
present war, In part this cxcess capacity was the result of building plants during 
the lest war which were not necded aftor peace came, In part also it was due to 
the fact thet sone firms, the large ones meinly, head, during the 1930's, created 
additional capacity. Some new plants were sct up es a part of the trend toward 
decentralization or in anticipetion of livestock production and urban cxpansion 
in the nower areas. In any cease they were in the developmental stage and con- 
sequently wore not being fully uscd. It is to be noted, however, thet much of the 
unused capacity wes located in ccntral Canada whereas the main expansion in live- 
stock production since 1939 has taken plece in tho Wostcrn*provinecs, While the 
extra capacity is very uscful <t the present timc its location is not all that 
might be desircd,. 
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III THE i.fATURE OF THE CONTROLS 
Reguletions Affecting Volume of Output 


Since tie output of the packing i dustry veries directly with the number 
and kind of livestock sent to merket it fo’lows that regu°ations affecting output 
have been those designed to expend or contract the demand for livestock prod- 
ucts and encourage or discourege the production of livestock. As will be seen, 
most of these regulations have aimed at expansion rather than contraction. 


By far the most importent type of reguletion has been that represented by 
the three annual bacon contrects arranged between the British Ministry of Food 
and the Canadian Government. Tie ceneral object of these contracts has been to 
insure that regular and sufficient supplies would be available for export as 
required and that Canadien farmers would be paid prices sufficient to encourage 
production of these supplies. Before the wer prices of pork exoorts were highly 
flexible and subject to frequent changes. Moreover each exporting vacker was 
legally free to decide when and how much to export. In deciding whether, when, 
and how much to export the existixg or probable relationship between domestic 
and export prices was the main determining factor.. Under these circumstances 
the vo'ume of exports tended to fluctuate widely and domestic and export prices 
tended to coincide. In addition, by the terms of the Ottawa Agreements of August 
1932, Canada was prevented from exporting to Britain more than 2850 million pounds 
in any one yocar. 


In cach of the three annual contracts boginning in the autum of 1939 the 
total amount and kind of product to be exported has been stipuleted. So also was 
the degree of regularity of shipment. Moreover the agreements have called for 
payment at a fixed price. The total annual exports called for by these agreement. 
were as follows: in 1939-40, 290 million pounds; in 1940-41, 425 million pounds 
and, in 1941-42, 600 mijlion pounds. By providing for these greatly increased 
exports these egroements paved the way for a pronounced expansion in hog prod- 
uction and the output of packing plants. To such expansion was added the further 
one: resulting from the War contracts secured by the packers from the Department 
of Munitions and Supply. 


While the above contracts pcrmitted output expansion by incrcasing greatly 
the amount which could be exportcd, the fixed prices agrecd upon were intended tc 
insure that the promised cxports would actually matcrialize. These fixed prices 
togethcr with the guerantced export outlets may be considcercd as regulations 
which wore intended to influcnee the volume of output directly. Further price 
regulations calcuiatcd to influcnce output were the subsidy payments made by the 
Dominion Government through the Bacon Board in the spring and summer of 1941 and 
also the hog subsidy paid by the Ontario government on Onterio-produced hogs . 
Since the spring of 1941. 


A type of control dclibcratcly intended to affcct output is represented by 
certain Bacon Board Regulations passed during ang since December 1941. Their 
gencrel purpose was to insure thet cach hog markctcd made its fullest possible 
contribution to the total amount of pork products required, Since it was not 
possible to increasc the numbcr of hogs thet could be sent to market during the 


‘balance of the contract year it was fclt that total volumc might be stepped up 


by increasing the volume per hog. Rcgulation 56, passcd December 4, 1941, 
required that cxporting packcrs should not slaughtcr hogs weighing loss than 

130 pounds carcass weight, At the boginning of Merch 1942 the requirement wes 
extended to cover all those liccnsed by the Boerd to slaughtcr hogs for domestic 
distribution, Still morc recently tho Boerd has revised the price schedule for 
export. Wiltshircs, whcorcby woights from 65-75 pounds will be bought at the 
pricc formerly paid for 65-70 pound sides, and 75-80 pound sides will be bought 
at the seme prico previously paid for 70-80 pound sides, This is being done to 
further oncourage the shipping of hcavicr sides and the markcting of heavicr hogs 
the understanding being that packcrs will discontinue discounts on B3 carcassos, 


In eddition to the above-mentioned regulations which have a dircct reletion 
to output, there are a numbcr which were or are dcstincd to influcnce output 
indirectly. One such was the Order, or rather scrics of Ordors, which restricted 
imports of frcsh pork from the United States after February 23, 1940. The large 
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quentitics imported during tho winter of 1939-40 rcsultcd in an accumulation 
of Cenadian storage stocks beyond anticipatcd domestic and cxport requirements. 
Inasmuch as the Order was intconded to relieve this prossure by reducing imports 
it was bound to have the offceet of reducing total volume of packer busincss, 


During the spring and summcr of 1941 the Bacon Board took a scerics of steps 
designed to reduce pork consumption in Canada end therby lcave a lerger amount 
available for export. These rcguletions limiting domestic consumption heave 
continued in cffcct to the prescemt,. There cre two ways in which these regulations 
may havo arfceted the output of the racking industry,.. In the first place, even 
though the totel cutput of the industry may not have been altered, tho distri- 
bution of the totel betwecon the various firms and plants may have changed 
considcrably. Since tho roguletions wore made cpplicable to all firms one would 
expect that they would act so as to roduce the output of the purely domestic 
firms and add to the output of the cxporting firms by an oqual emount.. In tho 
second place, since the rcgulations did not apply to retail meat dealcrs 
oporeting only onc retail store or farmers slaughtering their own hogs, ‘they 
might be expected to increase somewhet the volume of busincss done by these two 
groups at the expense of the packing industry vropcr. The cxtent to which this 
Might happen would obviously be rclatcd to any advence in the domestic retail 
price of pork following the rcgu"ited rcduction in domestic sunplics, 


During the wintcr of 1940-4] the Dominion and Ontario Governments shared 
the cost of trensporting sovcral miilion bushels of feed grein from the heed of 
the lakes to points in Onterio whcre such feed was necded, In the 1941-42 
scason the Federal Government finanecd the transportation of fecod grain cnd 
other iivestock. fccds from Fort William or Port Arthur to points in any castcrn 
province and also from tho prairics to British Columbia. By thus providing 
farmers with feed which they could not afford to obtain otherwise, tho govern- 
ments mode possible the merkcting of livestock ct heavier weights, This, in 
turn, contributcd to the volume of packcr output. 


In a similar way the verious regulations of the Agricultural Supplics 
Board and the Wartime Prices and Trade Bocrd which cither prohibited export of - 
livestock fcods or otherwise prevented their priccs from rising were calculated 
to permit the maintenance and marketing of more livestock in Canada and hence 
cxpend the cutput of packing plants. 


Again the type of regulation represented by the 1941 Wheat Aercage Reduc=- 
tion plen gave direct cnccuragement to the production of fccd grains and ilivee 
stock fecds in goi.cral in Western Canada, It thus paved the wey to a pronounced 
expansion in livestock production in the prairie provinces and, more indircctly, 
to some expansion in othcr parts cof the country. 


Finally there is the Price Cciling policy inaugurated in the late Autum 
of 1941, There is the possibility of this affceting packer cutput in two ways. 
Should packcrs goncrelly be unable to pay pricos for cattle cqual. to those ruling 
in the United States and still scll becf in line with ceiling priccs, livestock 
processing which would othorwise be donc in Canade might be shiftcd to the United 
States. In the seconeé case, oven theugh all becf ecattle bo processeg® in Canata, 
the fact that all Canadian packers were not sclling beef at the same price 
during the base period might tend to shift cattlo to firms whose margin during 
the basc period wos widest. Firms with wider mergins could offer morc for cattle 
end thus increase their volumc of output at the expense of the othcr firms, 


Regulations Rclating te Plant Construction, Installation of New Equipment, Etc. 


No spceeial regulations under this head were invoked until the spring of 
1941. On Mey 16, 1941 a special order in council (P.C,3481) was possed providing 
for the control of such new construction, cxpansion of cxisting facilities, and 
roplacoment of cquipment, as were not ossential for the succcssful prosecution 
of tho war. In other words its ccntrel aim was to control in such a wey thet the 
evailable-supplics of metcrials, cquipnent and lebour would be reserved for 
necesscry wartime undertakings. Undcr the order cquipment cxpmmse wes limited 
to $5000 por plant, now building costs were not to oxcccd $10,000, and the amount 
spent on rcpeiring buildings was not to cxcced 2,500 in each such project. The 
prioritics officcr was given powcr to very the emount of these expenditures where 
conditions specially warranted, Further restrictions on building and cquipment 
installation wore made by Ordcr 660 passed Janucry 30, 1942. This order was 
substituted for all those previcusly passed, The above control meesurcs were 
applicd to industrics in gencral and not to the packing industryin particular, 
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Regulations Affecting Divorsity of Products or Adeptation of Technique for 
Now Products. 


Since the packing industry is one which normally turns out a great varicty 
of products, the opportunity or necd for still grceetor diversification during the 
war was not vory grcat. Indeed onc might be more inclincd to expect reduction’ 
than expansion in the number cf products. However one or two-wertime chenges 
are worth noting. 

It sccms probable that the 1941 regulations dcsigned to limit the amount of 
pork products distributcd in the Gomostic merkct were indirectly rcsponsiblo for 
certain chenges in the kinds of preducts handled. By reducing the amount of the 
pork preducts ordincrily sold the reguletious affordcd « special opportunity for 
the provision of substitute meocts. As supplies of pork for thc domestic markct 
became more scarce the retural tendency wos .to inercase the emphasis placed upon 
the preperetion and sele of the substitute products. In addition cdible hog 
products not suitable for export came to be featured in the domestic mrkct, 
Morcover curtailment cf donestichork sales acted as a special inducement to the 
herdling cf mcrc beef, veri, mutton, lamb, etc, There was a special reason why 
packers who nurmelly cone untrated on hog products should diversify. 


In order to conscrve foreign exchange all importers of vegetable oils were 
restrictcd to 104 per eccnt of their averegc 1938-40 imports since July 1, 1941. 
This was a restriction under the War Exchange Conservation Act. Whon the 
restriction was made the shortcning manufacturers were asked to replace the pure 
vegetable shertening by & blendcd preduct. As two or thrice of the lorger packing 
firms have imported lerge amounts of vegctable oils to be uscd in the manufacture 
of shortening and soap, this rostriction wes of considcrable significance to the 
packing industry. 

Regulations Affocting the Stendardizetion or Reduction in Varicty of Products. 

In order to bring about the tremendous expansion called for by the becon 
contracts and at the same timo maintain the prc-war export quality standards it 
has been necessary to enecurage by cvery mocns possible the following of 
industrial practices which make for quality improvement, This has been all the 
morc necessery inasmuch as the eim of both thc government and the industry has 
been not morcly to maintain quality but to dcfinitoly improve it, In addition 
to specifying the rcquirements for cach grade of product oxnortcd the Bacon 
contracts have stipulated that as high a porcentage of total exnorts as possible . 
be of top grade quality. ~The desirc: on both sides of the watcr has been to 
secure not only a wnifcrm product but a uniformly high quality of cxport pork 
product. In line with this desire the Bacon Board has laid down a large number 
of rules dcsigned to develop standardized processing and marketing practiccs and 
obtain the best possible rosults in the way of quality and uniformity of product. 


The rcguiations have related to such matters as the methods of storing, 
weighing, shipping, cooling and othorwise preserving, grading, wintcr scason 
hendling, the weight of hogs tc be sleughtcrcad, inspection at scaboerd, ctc, 


Order No, 3124 of October 21, 1939 limited the rogistration of fertilizors 
end tho issuing of prescriptions for the manufacture and sale of fertilizcrs to 
the analysis rccommonded by the Advisory Fortilizer Board of cach province, The 
object of this.was to reducc the numbcr of mixtures ard thereby conserve necded 
fertilizer ingrcdicnts and thus make the most cffective use of the limited 
supplics, 


lations Affccting Rew 


Matorials and Supplics, thoir Availability and Price. 


Since livestock constitutcs by far the nost important raw mctcrial used by 
the packing industry the controls relating to its Supply and pricc are very 
important, The list includes the three annual bacon agrcements which paved the 
way for groctly coxpeandcd production, the Fedoral end Ontario government subsidy 
peyments, the freco-frcight policy on livestock fccds from Wostcrn to Eastcrn 
Canada, the government program designed to bring abcut a lergo scale shift from 
wheat growing to the procuction of coarse grains end other livestock feed in 
Westorn Canada, the various rcgulcticns of the Agriculturcl Supplics Board 
designed to insure ample supplics of secd, fertilizcr, etc., for the production 
of livestock feed, and the combined action of the Agricultural Supplics Board and 
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tho Wartime Prices end Tredo Board in maintaining supplics and vroventing the 
rise in price of livestock fecds, Amothcr type of control which may have 
exercised some indirect influence over the number of hogs produced and marketed 
and the price paid for them was the Bacon Board regulation requiring export 
packers to submit weekly statements showing the dressed cost of Bl and bacon 
grade hogs. With this might be linked the unexercised authority of the Bacon 
Board to set the minimum prices which packers must pay for hogs. A more direct 
type of control from the standpoint of importing packers was that which limited 
the amount of pork that could be imported from the United States after February 
23, 1940. There are, however, two other regulatory measures which are probably 
much more important as far as their effect on raw material supplies of individual 
firms is concerned. One of these is the method whereby the export bacon business 
has been allocated between firms on a quota basis. The other is the series of 
regulations instituted during the spring and summer of 1941 whereby the number 
of hogs that could be slaughtered for domestic consumption was reduced, This 
latter measure has been of particular significance to purely domestic packers,. 


Although only in force since the late autumn of 1941, the general price 
ceiling anti-inflation policy may well affect both the supply and price of 
livestock if indeed it has not already done so. It may for example quite 
directly influence the distribution of Canadian beef cattle between the Canadian 
and United States packers and also the distribution between the several packers 
within Canada. More indirectly, by establishing a more satisfactory relationship 
between farmers! selling and buying prices, it may influence the number of live- 
stock produced and sold to packers, 


Of the controls affecting raw materials and supplies other than livestock, 
some have tended to reduce supply and raise price while others have aimed at 
preventing shortages and price increases, In addition to the general price 
ceiling regulations, control measures have included export restriction on cod 
liver and other oils, the allocation orders in respect of fertilizer ingredients, 
tin and other containers, the 1942 restrictions on the use of sugar, the earlier 
Wartime Prices Board regulations concerning coal and sugar, the import prohibition 
except under permit of cork or cork products and steel plates, bars, etc., 
restrictions on vegetable oil imports, the Bacon Board regulation requiring the 
use of borax and equipment for applying it, the foreign exchange control 
regulations, the 10 per cent war~exchange tax introducted in the June 1940 budget, 
the gasoline tax increases, and gasoline and rubber rationing. It is obvious 
that some of these are of much greater import than others, 


Regulations Affecting Selling Prices. 


While the specific control measures affecting selling prices are many and 
varied, they can be conveniently grouned into two main classes according as their 
influence on price is direct or indirect. The direct controls, as the name 
suggests, are those which are deliberately intended to influence prices. The 
remaining regulations may be classified as indirect because their immediate 
effects were on costs, supplies and demands and because it is only through these 
effects that their influence on selling prices has been exerted, 


One of the most important direct controls is that exercised by the Bacon 
Board when purchasing exvort pork products from the packers, This is represented 
by the fixed price schedules drawn up by the Board and in accordance with which 
purchases are made. For the most part the prices so arranged simply reflect or 
closely parallel the fixed prices agreed upon by the British and Canadian govern 
ment representatives when making the annual Bacon Agreements, To some extent, 
however, their levels have been raised by Dominion government bacon subsidies. 


Next may be listed the general supervisory type of control over selling 
prices which has been exercised by the Wartime Prices and Trade Board. Its duties 
were to provide safeguards under war conditions against any undue enhancement in 
the prices of food and other necessaries of life. This naturally included many 
products sold by the packers. During the first two years of the war the Board's 
chief method of preventing price increases was to try and maintain sufficiency 
and regularity of supplies. However a constant check on actual prices charged 
was maintained, and where advances appeared to be abnormal, prompt action was 
taken to bring about reductions, Since about the middle of 1941 this type of 
activity has been accompanied increasingly by more poSitive or direct control in 
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the form of specific price orders. This will be referred to later, 


When, in 1940, a 10 per cent War Exchange tax on imports was imposed mainly 
for the purpose of conserving foreign exchange, the possibility of unjustified 
increases in selling prices due to the additions of the tax at several selling 
stages became obvious, The Wartime Prices and Trade Board was given power to 
prevent any person from taking advantage of the War Exchange Conservation Act in 
this way by an Order (P.C. 7373) passed on December 13, 1940. 


Among the many articles ‘removed from the list of those exempt from the 
sales tax by the Special War Budget of September 1939, were salted and smoked 
meats. This change meant a direct increase, to the extent of the tax, in the 
selling price of these products. 


Of greatest significance, however, because of its positive and all-embracing 
nature, is the application of the maximum selling price law or price ceiling 
policy as it is better known. The various orders fixing the maximum prices at 
which packing house products may be sold have been issued periodically throughout 
the late autumn of 1941 and the winter and spring of 1942 according as increasing 
scarcity of the several products makes this necessary. Publication of further 
such orders continues as this is being written. The general price ceiling policy 
was announced in October 1941 but its application was postponed until December. 
Its general aim is to prevent retail prices from rising above the levels ruling 
in a specified period known as the basic period. While this period is normally 
the four weeks between September 15 and October 11, 1941, prices at other periods 
have been accepted as basic in the case of several products including some of the 
more important products of the packing industry. Details of the many maximum 
price orders published to date and affecting the industry may be found in the 
final chapter which describes the controls in detail. It is important to note, 
however, that maximum prices were established for several products a considerable 
time prior to the inauguration of the general price ceiling policy, Among the 
products so affected were wool, hides, butter, lard, and certain livestock feeds. 


The indirect price control measures are of three general types, One re-— 
duced domestic supplies and thereby affected prices in that market, The second 
caused increased costs and therefore made for higher selling prices. The third 
type, by prohibiting exports, limited demand possibilities and thus exerted a 
price depressing effect, 


During the spring and summer of 191 the Bacon Board took various steps to 
limit the amount of pork products that could be offered for sale in the domestic 
market in order to increase the supply available for export, With a domestic 
supoly thus reduced unaccompanied by any change in the demand, a considerable 
advance in domestic prices was only to be expected. 


Certain controls, by causing increased costs, indirectly contributed to 
higher selling prices of products, The list includes the increasing of the 
corporation income tax from 15 to 18 per cent, the imposing of a 10 per cent War 
Exchange Tax on all imports from June 1940, the fixing of foreign exchange rates 
above pre-war levels, the imposition of higher gasoline taxes, the passing of 
orders involving the payment of license taxes and fees, the requiring of wage 
rate increases as already mentioned, and the order whereby employers are 
required to contribute to the Unemployment Insurance fund. 


In order to maintain in Canada supplies sufficient for civilian use and the 
completion of special war contracts and incidentally prevent undue increases in 
price, a long series of Orders-in-—Council have been passed from time to time, 

In each case exportation without special permission has been prohibited, 
Administration of these export control orders has been delegated to the office of 
the Minister of Trade and Commerce. The list of products, the export of which 
has been limited and for the most part completely eliminated in this way, 
includes wool, rennet extract, live hogs and edible pork products except lard to 
any but the United Kingdom and dependencies, beef and veal, hides, cod liver 

and other oils, tankage, meat meal or scrap, dried blood, bone and fish meal, 
fertilizers, beef and calf pancreas, animal fats and greases, glands, cattle, 

ox and calf tail hair, gelatine, green salted calf skin trimmings and hide 
trimmings, tomato juice and soups. While export of some of these products such 
as wool, hides and cod liver oil was curtailed quite early in the war, it is 
significant that the majority of the orders were not passed until the winter of 
1941-42, This indicates the increasing need for conserving supplies as the war 
period progresses, 
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Regulations Affecting Operating Profits. 


The first controls affecting profits were introduced in the Special War 
Budget of September, 1939. Of these the most important was the Excess Profits 
Tax Act which provided for a tax on excess profits, to be calculated on either of 
two bases at the option of the taxpayer, One option embodied a graduated tax on 
profits when calculated as a percentage of capital employed in the undertaking, 
while the other embodied a tax of 50 per cent on the increase in profits over the 
average profits for the four years 1936-39 inclusive, or the four fiscal periods 
of the taxpayer ending therein. In either case the Act provided for deducting 
the ordinary income tax paid as an expense before calculating the excess profits 
tax, 


Under the Income War Tax Act the ordinary rate of tax on corporations was 
increased from 15 to 18 per cent, while the rate on companies making a consolid— 
ated return was increased from 17 to 20 per cent. A war surtax equal to 20 per 
cent of the tax payable by individuals under existing income tax rates was also 
levied, 


The Second War Budget, introduced June 24, 1940 made extensive revisions re 
he excess profits tax, Under the amendments excess profits were to be taxed at 
75 per cent and a minimum tax of le per cent of total profits was provided for. A 

Board of Referees was empowered to make adjustments in special cases. 


Income taxes were increased by lowering personal exemptions from $2000 and 
$1000 to $1500 and $750 for married and single people, respectively. All income 
tax rates were raised with particularly heavy increases in the middle and lower 
brackets. Alon# with the regular income tax there was levied a flat-rate tax of 
2 per cent on total income where income exceeded $600 and $1200 in the case of 
single and married people respectively. Single people with incomes over $1200 
paid 3 per cent. 


In the Budget presented at the beginning of May, 1941, income tax rates were 
very substantially raised in the case of all those with incomes of $5000 or less. 
The National Defence Tax rates were also raised, 


In regard to corporation taxes one important change was made. Previous to 
the Budget companies paid the higher of 12 per cent of taxable income or 75 per 
cent of the excess over the 'standard' profit. The 1941 budget, however, raised 
the minimum rate from le to 22 per cent, Though this minimum is a provision of 
the Excess Profits Tax Act, it is, stirctly speaking, not an excess profits tax 
at all since it applies to practically all business profits. When the excess 
profits tax minimum of 22 per cent is added to the regular corporation income tax 
of 18 per cent for non—-consolidated returns and 20 per cent for those made on a 
consolidated basis, the effective minimum rate of corporation income tax is 40 02 
42 per cent depending on the basis on which tax returns are made. In other words 
while the regular corporation income tax is still 18 or 20 percent (depending 
on the basis of returns), a company must pay at least 40 per cent of its net 
income to the government whether it makes excess profits or not, 


No change was made in the maximum excess profits tax rate of 75 per cent of 
the amount by which taxable income exceeds the average for the Base period. 
However, some important modifications in the rules for calculating the excess 
profits tax were made a few weeks before the introduction of the budget. These 
changes states that where a taxpayer finds that earnings of one of the four 
years from 1936-39 inclusive is less than 50 per cent of the average of the othe: 
standard years, he can choose his three best years in this period and average 
taxable income on this basis, Previously no allowance was made for one bad year 
Even if an ectual loss were experienced in one year, the remaining total still 
had to be divided by four to arrive at the standard profit. Since the change 
the profits of the three best years can be taken and averaged over this three 
year period to arrive at standard profits, 


A further change designed to make the tax more equitable was made, The 
original 'standard! period was defined as the years covered by company reports 
appearing in the years 1936, 37, 38 and 39 in all cases where the company's year 
did not coincide with calendar years. This meant that a company with its year 
ending early in January would actually be basing its standard profit on far more o 
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1935 than of 1939, Under the changed provisions the definition of "standard 
period" was amended to require that taxpayers whose fiscal years do not 
coincide with the calender year shall apportion to the four calendar years 
1936, 37, 38 and 39 the profits of their corresponding fiscal years. The 
apportionment was to be made on an egual daily basis, 


Regulations made for quite a different purpose but which may well have 
operated so as to affect operating profits were those made in May, June and 
July 1941 and relating to the amount of Pa and pork products that could be 
distributed in the domestic market, 
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IV, EFFECTS OF THE CONTROLS 
A. PRODUCTION 
1. The Volume and Character of Production. 


During the 1938-39 hog marketing yoer (October 1 to September 30) some 3¢ 
million hogs were slaughtered in Canadian plants subject to government inspection. 
In 1939-40 the corresponding figures were 4? million representing an increase 
from the preceding year of 46,5 per cent. A further increase of 29 per cent 

rought the 1940-41 figure above the six million mark while that of 1941-42 is 
expected to approach 7 nillion, 


This sudden and tremendcus expansion has undoubtedly been due to several 
infiuences, It is truc e.g. that the expansion trend was woll under way at the 
time war broke out and that this was the result of feed prices being low in 
relation to hog prices and hog priccs being high when compared to prices of other 
farm products particularly wheat, Morcover farmers were encouraged to expand hog 
production by the fact that a considerable part of the bacon quota provided for by 
the Ottawa agreements of 1932 still remained unused, It must be admitted, there- 
fore, that a large part of the 1939-40 cxpansion was not duc to the war or to war- 
time controls, A large percentage of that year's hogs were either in existence or 
the result of broedings prior to September 1939, On the other hand there can be 
no doubt that, had the British Ministry of Food not been willing to accept consider- 
ably over 300 million pounds of hog products at the price agreed upon in the first 
bacon agreement, the pronounced cxpansion in hog production during 1939-40 would 
have resulted in a virtual collapse of hog prices, The fact thet prices were thus 
maintained by the first agreement plus the provision for greatly increased exports 
by the two later agreements undoubtedly paved the way for the further production 
advances that have since taken place, 


While it might be argued that the expanded demand has resulted from the war 
rather than from the Bacon Agreements, the fact remains thet, without these 
agreements, Canada could not have eatcred to Britain's needs nearly so completely 
and probably not ai all, To begin with a necessery condition to obtaining access 
to the British market was the making of such agreements and the creation of an 
adninistrative agency in the form of the Bacon Board, In the second place the 
British government made it very plain that Canada was not the only possible source 
of bacon supply end that the amount that would be taken from this country would 
depend upon our willingness and ability to abide by terms as stipulated in an 
agreement, Specifically the Ministry of Food agreed to take the amounts and pay 
the prices stated in the egreements provided Canada lived up to certain specifi- 
cations in respect to quality and regularity of shipment, Finally, by setting a 
quantitative goal and a fixed price a year in advance, the agreements eliminated 
much of the speculative element and gave livestock producers a considerable 
opportunity to plan production, 


If the agreements permitted extra output several of the other regulations 
assisted greatly in supplying it, Even though it is impossible to neasure their 
effects in terms of livestock produced, it scems probable that the Dominion and 
Provincial hog bonuses, the p¢licies or regulations whereby wheat acreage wa 
reduced and coarse grain acreage increased in Western Canada, livestock feed was 
transported from Western to Eastern Canada at government expense, export of livee 
stock feeds was pxchibived, and the prices of these feeds prevented from rising 
above certain levels must al. have contributed to output expansion, 


They all tended cither to raise the selling price of livostock or lower the 
cost of producing it and thereby encouraged added output. The Bacon Board Regu- 
lation designed to encourage the marketing of hcavicr hogsms not been operating 
long enough to show its full effects, However Board officials state that the 
‘regulation is definitely taking effect and that all but a few plants had managed 
to get within the weight toierance permitted within a relatively short tine, 
Whether the measure will result in adding i5 million pounds to the amount of bacon 
available for export under the third Bacon Agreement, as the Board had hoped, 
remains to be seens 


The order restricting imports of fresh pork from the United States was 
definitely effective, During February 1940 (the Order was passed February 20) 
14,797,672 pounds were imported, In only two months since that time, March and May 
1940, have imports exceeded 2 million pounds, There are, however, two other 
factors which have combined with the import restriction order in producing this 
result, 
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During the first part of the first agreement period the Ministry of 
Food had permitted the Bacon Board to ship amounts considerably in excess 
of what had been agreed upon when the contract was made,. In practice the 
only limitation on the size of shipments was the inability to secure ship- 
ping space, For several months, however, beginning February 1940, the 
Ministry insisted that shipments be limited to the amounts indicated in the 
contract, The result was an attempt to dispose of excessive bacon supplies 
in the domestic market, Under these circumstances importation of U.S. pork 
for sale on the Canadian markct tended to become unprofitable,. In the second 
place the rising trend of U.S. pork prices, particularly since the latter part 
of 1940, has gradually eliminated the possibility of making a profit on import 
operations = regardless of the import restriction order, This is shown by the 
fact that the amount of pork actually imported during this later period was 
only a small fraction of the amount permitted by the restriction order. 


Thus far the only significant influence of the general Price Ceiling pro- 
gram on volume of output has been in the beef business,. Because of the 
existence of price ceilings on all beef except that sold to the Department of 
Munitions ang Supply many Canadian packers were unable to pay prices for 
cattle equal to those which could be obtained by exporting to the United States, 
The result was that cattle which otherwise would have been processed and sold 
in Canada went to the United States, This was particularly the case during April 
and the first half of May 1942. During that period the second quarterly quota 
under the U.S.-Canadian Trade Agreement was being filled and the duty on cattle 
entering the States was therefore reduced from 3 to 1$ cents a pound, The 
number of cattle exported in this six weeks period was nearly three times as 
large as the corresponding figure in 1941, Since the higher rate of duty has 
been applied and a new and somewhat higher schedule of beef prices established 
by the Wartime Prices and Trade Board, exports have been relatively small, It 
should not be inferred, however, that the ceiling regulation was the only or 
even the main cause of the recent and presently-existing beéf shortage, A 
further cause is the pronounced rise in the per capita consumption of beef that 
has been taking place during the past several months, This is revealed in the 
official statistics, It must also be remembered that the numbers in and therefore 
the demand of the armed forces in Canada has been steadily increasinge 


While the Price Ceiling program contributed to a reduction in the volume 
of beef business done by the packing industry as a whole it has also affected 
the way in which the remaining business has been shared by the various firms, 
The cattle naturally went to the firms which were able to pay the highest prices, 
Generally speaking this meant those which had contracts to supply the Department 
of Munitions and Supply at prices not subject to the ceiling regulations, or 
those whose selling prices during the base period were highest, 


Most of what has been said thus far refers to the way in which controls 
have affected the output of the industry in general, We wish now to refer par- 
ticularly to the way in which the regulation limiting domestic pork consupption 
has affected the volume of owtout of individual firms, Obviously the regulation 
has had no effect on the tota. number of hogs processed and sold in all markets 
by the industry as a whole; 


Since the amount of pork sold in the domestic market was reduced irrespective 
of whether a firm did a purely domestic business or was producing for export as 
well, it followed that the reduction in donestic business was actually a reduction 
in total business so far as the purely domestic packers were concerned, For this 
group there was no possibility of exporting any product in excess of that per- 
mitted to be sold for domestic consumption, Furthermore the reduction in total 
volume has meant higher overhead costs per unit, aagmaller profit margin and, 
therefore, less ability to compete for hogs in future, This may well result in 
further volune reductions as time gocs on, What makes the lot of these firms still 
nore serious is the fact that few of then are in a position to handle much live- 
stock other than hogs; Inasmuch as this has been impossible, they have not been 
able to maintain total volume by substituting cattle, veal and lamb purchases 
for that of hogs, .It should also be stated thet, since domestic allotments were 
based on the volume of domestic business done in 1940, firms whose domestic 
business in that year was particularly small have been most seriously affected 
by the regulation. 
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In the second place there appear to be at least some cases where total 
volune was reduced following this regulation even though the firms con= 
cerned were producing for export as well as for the domestic trade, It 
would seen that such reduction of volume could occur only in the case of 
firns which were incurring < considerable loss on the export busincsse 
Following curtailment of the domestic markct, domestic pork prices rose 
very considerably above the fixed export prices, The price paid for hogs 
tended to be based on the combined price received for pork products sold 
in the domestic and export markets, A low profit or an actual loss on 
exports tended to offset the high profit on the domestic sales and to reduce 
the price that could be paid for live hogs, Where exports made up a large 
percentage of total sales and where the profit or loss margin on export 
business was particularly unsatisfactory, there was a special tendency for 
total net returns to be reduced, With purchasing power reduced fewer hogs 
would be bought since those that were secured would have to be purchased 
at the competitive market price, 


In spite of a reduction in volume in the case of cortain firms follow- 
ing the introduction of the regulation in question, we are unable to sec any 
direct causal connection between the occurrence of that reduction and the 
enforcement of the regulation, The reduction in volume probably took place 
in spite of and not because of the regulation, Since all export packers 
suffered the sane percentage cut in domestic business, it secnus likely that 
any variations in total volume reflected corresponding variations in competitive 
efficiency, However, one firm, John Duff and Sons, Limited, of Hamilton, has 
mintained that its total business was substantially curtailed by this regulation, 
The firm states that "it was necessary to cut our hog purchases to 50 per cent 
for a period of several weeks during the crest of the period of high profit 
margins on domestic business and loss on export in order to reduce the high 
percentage of the export business showing a loss." Later the 50. per cent figure 
rose to from 65 to 75 per cent, It was also stated that the drop in hog pur- 
chases was due to the necessity of reducing export business in order that the 
percentage relation between cxport and domestic business be brought nearer to 
that of the average Ontario exporting packcr, This firm entered the oxport 
field after most other packers and made cvory effort to build up cxport busincss 
and to some extent at the exponse of the domcstic trade, Exports have normally 
constituted about 80 per cent of the total business, In 1940, the year on which 
domestic quotas were based, its domestic business was the lowest in fourtccn 
years. In order to supplement the reduced volume of pork business the firn 
decided to construct a beef, veal and lamb building. 


In view of the expericnece of the above firm it is rather significant that 
several othcr concerns of comparable size reported no loss of total volunc 
following the restriction on domestic business. Wellington Packcrs at Guelph 
Cef, which was cxporting from 70 to 80 per cent of tctal production and which 
is very much smaller than the Duff plant, stated that not only had total volunc 
been maintained but that a slightly larger percentage of the total hog processing 
business of Canada was being counted upon as a result of the domestic cure 
tailment regulation, Wellington Packers proccss very little livestock othor 
than hogs and had no intention of making any change in this regard, In the sane 
way Intercontinental Pork Packers Ltd,, at Saskatoon, « firm which processes hogs 
only and doos an almost cxclusively export business, expressed the view that the 
donestic restriction order would probably result in their securing a larger 
share of the total hog processing business of the country, On tho other hand 
J.il, Schneider Limited, Kitchener, clained in October that the order had reduced 
their total volume of business by about 11 per cent and the volume of hog pure 
chases by 12 per cont, At the sanc timc it had caused them to substitute pur- 
chases of cattle and calves for hogs, cattle purchases being up by 39 per cent 
and calf purchascs by 10 per cent, The Schnoidor firm has elways been noted 
for its particular attention to the development of the domestic markct,. In this 
instance it has aincd at maintaining total volume and domestic trade and con= 
nections as much as possible by cxpanding the beef and veal busincss, Unlike 
many other packors it was technically able to do this promptly, Rcduccd hog 
purchases was probably the result of a deliborate choice since the domestic becf 
and veal business was more profitable than the export bacon busincss, The 
final and rather important result of the domestic restriction order was that 
export packers, as © group, gained in volume of pork business to the extent that 
the volume of domestic packers, as a group, was reduced, This was inevitable 
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since the purpose ¢ the order was to expand exports at the expense of domestic 
consumption, From what has been said above, however, it is clear that this 

total export volume increase was not shared by all export packers, Its division 
between them has apparently depended on such factors as amount of profit or loss 
on export business, general financial strength and competing ability, relative 
importance and profitability of export and domestic business, ability to expand 
along non-pork lines, available processing capacity, ability to use by-products 
etc, Regardless of the basis of division, the export packers as a class gained 
the volume which the domestic packers lost. This included the positive deductions 
from the 1940 business plus any ndditions to the 1940 volume which night have 
resulted after July 1941 had the domestic restriction order not existed, It 
should be noted, also, that the 1940 hog kill of domestic packers, on which: domestic 
quotas were hased, was particularly smell, 


In respect to the character as distinct from the volume of products, the 
general effect of the regulations considered in this section has been to greatly 
increase the relative importance of that part of the packing business which results 
from the processing of hogs, In the calendar year 1940 total Canada inspected 
hog slaughterings were 50.3 per cent greater than in 1939 whereas cattle 
slaughtecrings had increased only 2 per cent, sheep and lamb slaughterings 2,8 
per cent and calf slaughtcrings 2,8 per cent, The comparable increases for 
1941 over 1940 were, in round nuubers, hogs 20 per cent, cattle 13 per cent, 
sheep and lanbs 10 per cent and calves 2 per cent, Of the total number of 
livestock killed, hogs made up 60,8 per cent in 1939, 69.8 per cent in 1940 
ond 71.6 per cent in 1941, To illustrate the changes experienced by individual 
firns the Swift Canadian Company reported that when their 1941 kill was come 
pared with that of 1939 it was found that cattle had increased 17 per cent, 
calves 20 per cent, lahbs 6 per cent and hogs 128 per cent. These figures, 
when compared with those showing the total Canadian increases, indicate that 
the larger firms handled much more than a proportionate share of the increased 
volume of business, 


The regulation liniting domestic pork consumption had two or three signifie- 
cant effects on the character of products handled, One cffect was a pronounced 
increase in the emphasis placed on the production of substitute meats, One firn 
reported that it caused an increase in output of sausage room products, Another 
stated that it had caused an attempt to cxpand the egg, poultry and beef businesse 
A third had undertaken to step up production of corn beef, cheese beef, lamb 
and veal, Canada Packers stated that special attention was being given to the 
production of cooked and canned meats, Practically all firms in a position to do 
so expanded thetr purchases of beef, veal, sheep and lambs, In cach case the 
adjustments represented an attempt to maintain customers and operating volune, 


A second effect related to the quality of pork products sold in the domestic 
narket, Export packcrs generally have maintained that the order made it necessary 
to export practically all their better quality pork products, This, in turn, 
forced them to offer poorer quality products in the domestic market in competition 
with the higher quality products which the domestic packers were still able 
to supply. Since the regulation limited the number rather than the kind of hogs 
that they could buy and sell, it was only natural that domestic packers should 
make a special effort to buy as good hogs as possible and thereby put themselves 
in a position to make a quality appeal when selling. However, in view of the 
keen Canadian demand for quantity irrespective of quality, any competitive advant- 
age based on quality that domestic packers may have hed has probably been 
insignificant, 


2ebifect on Technical Methods used in Processings 


Generally speaking the controls affecting the volume of output appear to 
have had little effect on technical methods or developments, About the nost 
that can be said is that sone of these controls have made it possible to use 
nore completely certain types of specialization and mechanical methods that had 
become nore or less standard before the war, On the one hand the increased 
number of livestock, particularly hogs, has provided some of the smaller firns 
with enough extra business to warrant adoption of methods which are feusible only 
where volume is sufficient, On the other hand certain firms, particularly the 
domestic ones, whure competitive position has been weakened by the regulations 
reducing domestic business, have been compelled to make any changes in operating 
nethods that promised gains in efficicncye ‘ 
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The actual extent and nature of the effects is best illustrated in the 
statements made by individual firms, Canada Packers, Swifts, Burns and Company, 
JeM. Schnoider Limited, and Intercontinental Pork Packers, all claimed that 
none of the regulations relating to volume of output have had eny cffect on 
technical developments or the ncthods used in processing, Whytcs stated that 
the necessity of handling more hogs has made it necessary to inercase the amount 
of curing tank and stock pen spaco and to instal meat saws and moving tables. 
Wilsils expressed the view that the changes in volume of business resulting fron 
the regulations liniting donestic pork business would compel them to speed up 
technical improvements so as to keep down costs, Their genoral plan was to instal 
labor-seving devices, The manager of First Cooperative Packers said that the 
increased hog business had caused his firm to be more technical, more scientifically 
exact. Technical changes had included installation of filtcr pumping and the 
equipping of a laboratory, He added that the restrictinns on domestic business 
would compel the speeding up of technical improvenents so as to kecp costs downe 
In the case of Wellington Packers increased hog business has caused a few ninor 
changes such as the adding of a couple of curing vats. These have permitted the 
handling of nore hogs and have reduced unit overhcad costs, John Duff and Sons 
say that increased bacon curing has necessitated placing greater responsibility 
on individual cellar nen for certain processes, making then key men in the departe 
nent and that this has been similarly true at various spots where particular 
processes are involved, In their case, also, increased hog business has brought 
about the installation of the moving killing rail and moving cutting table which 
were already standard in nost plants, Cridlands, a purcly domestic firn, clain 
to have done all sorts of things to keep down processing costs following the 
1941 restriction on domestic pork business, However no plant equipment has been 
added ’ 


The various firms agree that the principal technical changes introduced have 
been the result of the standard practices laid dowm by the Bacon Board, These 
will be discussed in a latcr section, 


3 Effects on Diversity of Products or Adiptation of Technique for New Productse 


As explained in the chapter on tho 'Nature of the Controls', the packing 
industry is not one the products of which are likely to become much nore 
numerous during a war than at any other tine, A large number of widely varying 
products is the normal situation, As already explained, also, the larger firmus 
turn out a far greater variety of products than the smaller ones, They tend 
to process more kinds of livestock and, because of the seale of operations, 
are able to undertake the production of a long and ever-increusing list of by= 
products both cdible and inedible. 


The Bacon Board regulations introduced during the spring and summer of 1941 
with the object of increasing bacon exports at the expense of domestic pork con= 
sunption have indirectly affected the kinds of meat animals processed by many of 
the smaller firms, both domestic firms and several of the exporting firms as welle 
Such firms were led to expand the beef, veal, lamb and mutton business and, in 
some instances, the poultry and egg business as well, In at least some cases, 
as e.g. that of John Duff and Sons and First Cooperative Packers, such diversifi- 
cation has been accompanied by.the addition of special buildings and equipment. In 
the case of larger firms which already handled the various types of livestock 
nentioned, restriction of domostic pork sales had the effect of stepping up the 
other-than-hog processing business. 


There have been changes in the number and kind of products for reasons which, 
though somewhat different, are indirectly if not directly connected with some of 
the special control neasurese Some of these controls have contributed to a relative 
scarcity of the kinds of meat cuts normally offered to Canadian consumers, The re- 
strictions on domestic pork consumption have reduced the supply of pork cuts, The 
general price cciling program undoubtedly caused an incrcase in cattle exports in 
the spring of 1942, This, in turn, neant less beef available for Canadian consunp-= 
tion, The still more recent policy designed to expand wool supplics by increasing 
Canada's sheep population by a million head in a single year is tending to reduce 
slaughterings of sheep and ewe lambs, These factors have been conbining with the 
great expansion of consumer purchasing power to provide a demand for any special 
neat products that packers might be able to turn out, On the other hand the Bacon 
Agreements, and other regulations designed to maintain or expand livestock pro- 
duction, have contributed to a great increase in the raw material out of which 
special meat products could be made. More specifically these regulations have 
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brought large increases in hog numbers and significant increascs in other types 
of livestock, The increase in the number of livestock killed has neant a corres- 
ponding increase in the quantity of edible by-product material, Since, however, 
only linited amounts of cdible pork by-products were disposable via the export 
bacon egreenent route, it follows that abnormally large quantities of these by- 
products have had to be disposed of in Canada, Edible pork by-products have con- 
stituted a stcadily increasing proportion of all pork sales in the domestic market. 
It appears that, in order to assist in disposing of tho greatly increased supply 
of edible by-products, some packers have increased the number or varied the 
character of the commodities made from these by-products, Canada Packers Cege 
has paid particular attention to the manufacture cf cooked meats, Their volunc 
of commodities such as sausage and new cooked loaves has increased approxinately 
30 per cent each year, In the case of Intercontinental Pork Packers canned 
lunchean neat and spiced han were the new products mado, Some 30,000 pounds of 
these products had been turned out prior to Novenber 1, 1941, None of the other 
firms consulted had made any change in the nunber or kind of connmoditics manufac- 
tured from the by-products, The reason, as given by one firn, is as follows: 
Though prices received for a nunber of the by-products were very low during the 
first year of the war, their value doubled during the sccond war year in spite 

of the greatly increased supply. For this reason it has not been necessary to 
nake new products. 


The restriction on vegetable oil imports after July 1, 1941 has affected 
the two or three large packers who use oil in the manufacture of shortening and 
soaps The effects, so far as Canada Packers are concerned, arc showm in the 
following statcnents based on comments made by that firm in the late auturm of 
1941. The reduction in vegetable oil imports had not linited the varieties of 
shortening nade although it had presumably linited the amount of certain varietics.s 
Up to that time sales of shortening and oil had not been reduced, On the contrary 
sales had increased 36 per cent since July 1. However scales wore being checked 
to a point where they would correspond exactly with the quantitics of oil available, 
The company's plan was to have 'donestic! type shortening carry as much aninal fats 
and marine oils as could possibly be added, In order to keep output tonnage in 
line with the business done during 1938-40, it was considered that non-vegetable 
oil would have to be used in the making of 'donestic! shortening to the extent of 
435 per cent at the Toronto plant and 56.9 per cent. at the Montreal plant, The 
objective at all plants was the addition of 15 per cent lard and 25 per cent tallow 
to the 'dotcstic! shortening, It was statdd, however, that, due to the fact that 
lard was not procureble in the quantities required, the company was away behind in 
the quantities of animal fats that should have been used, The new ‘domestic! or 
blended shortening was considered definitely inferior to the old 'domestic!, The 
new product was said to be inferior when used in pics and cakes and was inferior 
also for the reason that it would not absorb noisture, The view was expressed 
that this inferiority would in time cause buyers to switch to vegetable shortening 
unless the new 'domestic! product could be improved very quickly, Bakers and 
retailers were said to have noticed the difference and made complaints but ha 
not yet learned the reason for the infericr quality, Canada Packers claimed that 
bakers and chain stores were being told about the substitution of animal fats 
for vegetable oils by the salesmen of vegetable shortening manufacturers, The 
information was also being spread Tisaubia newspapers and it was the opinion of 
the company that such advertising should not be permitted, The following quotation 
indicates their view. "Should we be unable in short order to make a product just 
as good, and should competition be permitted to advertise the 'purecly vegetable! 
content of their production in a way that focuses attention that ours is not 
'veretable', our trede on retail packages might be entirely ruined," They added, 
however, that no such result had actually developed, Morcover the hope was ex- 
pressed that the new 'donestic! shortening could be improved to the point where 
it would be just as good as the product replaced, The real trouble was that each 
lot of aninal fats varicd in consistency with the result that the shortening 
produced wes not uniform, The problen, therefore, was to find a formula whereby 
the varying consistency of the aninel fats could be replaced by a standard or 
uniform consistency, As stabed by the firm it was the problem of 'naking variables 
constant!, The firm added that no research work had yet beon done on animal fats, 


Swift Canadian Company stated that their research workers had been working 
for sie years on the problen of producing a quality shortening containing animal 
“fats that would be equal in every way to the Poy vegetable product, To accone 
plish this, flavour, odour, keeping quality and colour had to be inproved, They 
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stated that "processing of ingredients, and proper belance of ingredients have 
now been worked out and the product we are now marketing, we feel, will be 
acceptable by all housewives as a quality shortening." It was their opinion 
that the intrinsic value of the new blended shortening was quite satisfactory 
when conpared with the value of the old product, Their consuming public had 

not indicated that it recognized any essential change in the intrinsic value 

of the shortening after more onimal fats had been substituted for vegetable 

oil, In their case also, as in that of Canada Packers, the reduction in vege~ 
table oil inports had not resulted in any less shortening being produced. How- 
ever, when asked whether the reduction in oil imports had encouraged or compelled 
the developnent of new production technique or inprovenent of manufacturing pro= 
cesses, the answer was in the affirmative, 


Wilsil Limited, like the other firms mentioned, had substituted animal fats 
for vegetable oil when making shortening and felt that, from the point of view 
of intrinsic valuc, the new product compared very favourably with the old, No 
custoner dissatisfaction had been expressed and it was not felt that the new 
product would have any adverse effects on the ability to compete when selling 
shortening, The volume of shortening produced had not been reduced as a result 
of the restriction on vegetable oil imports, 


Burns and Company reported that curtailment of oil imports had not reduced 
the volune of their shortening production and that there was no indication that 
purchasers considered the new blended shortening in any way inferior, In the 
firn's own opinion the intrinsic value of the new product equalled that of the 
old. While stating that the oil import restriction had nade it necessary to 
develop improved methods of incorporating animal fets, this firm was of the 
opinion that its ahility to compete in the sale of shortening would be slightly 
improved because of the general necessity of offering a product containing 
nore aninel fats, Prior to the restriction on vegetable oil sone bf the shorten= 
ing produced by Burns and Company was purely vegetable and some had a tallow 
base, Following the oil restriction order all shortening produced had the 
tallow base, 


It cppears that the oil restriction order, by creating a special demand 
for animal fats, has indirectly increased their price and, to sone extent, 
affected the cost of producing shortening, According to Swifts, tallow and 
lard prices had gone up 4/5 of a cent 2 pound by late autumn, While Canada 
Packers, reporting about the same tine, gave costs on domestic one pound cartons 
as follows: 


100 per cent purely vegetable $14,586 
15 per cent lard 25 per cent tallow 1542 
15 per cent fish oil 35 per cent tallow 14.94 


The effects of reduced vegetable oil supplies on soap production are 
‘indicated in the following statcnents based on a report made by Canada Packerse 
In the first place volume of soap production has not been reduccd, It has been 
simply a matter of substituting tallow for palm oi1, Since tallow and paln - 
oil are interchangeable for soap making the firm is now using all tallow 
instead of some palm as previously, Because the two ingredients are inter- 
changeable the switch over has not involved any change in the quality of the 
product, The restriction on vegetable oil imports, by giving rise to a special 
demand for tallow, has caused decided increases in tallow prices, The change 
in the raw materials used has not affected labour efficiency in soap making 
in any wey. Canada Packers state that prior to about September 15, 1941, 
exchange control and import license regulations had cuused delays in intro- 
ducing technical changes and other soap making inprovenents, . However the 
acute glycerine shortege which developed in September resulted in soap making 


becoming a war industry, since glycerine is @ by-product of soap making, With 
this development e11 previous restrictions and delays in securing cquipnent ectce, 
disappeared, as requests for new equipnent were c¢iven war priority consideration, 
In view of these developments, the main problem is at present to find means of 
further expanding production, 


The effects of restricting vegetablc oil imports as discussed above in 
connection with both shortening and soap making must be thought of as quite 
distinct from the effects resulting from the large scale loss of vegetable 
oil cargoes and sources of supply in carly 1942, The latter hasobviously 
nothing to do with specific governnental control neasurese 


oe, ” , L * ei 5 . it raion x ati ; : — > at . , ; | 
oh ‘a. Levebens. fodeantedtte facut. goat’ one ‘mente: othe sith. aha dak ttecer 


tod’ Yo. fakeg ots Heget thal PLO bh am bwesbatalley markalency eer Ske ofd.adog oy 
“all Blo. oat dtbw ed. ee oie! A voor Somaquog, coaborig Won ont gimllon Obumbsedith 
“ae oak ne ion Jaw aor ok bad Bowwomente tod fod: obektaaghs sae: f 


_ pak etae tage efiqmos ot yhteids, ath go. aheotite elites MaKe ‘ovat Aherowr  toorbare 
ai On 20 Boney Xe, ia ton travel — cobulkchanboncoates ey qatar” oll, yew need 
q . | ve NL et ae tts plc.atogyr * mebtebuieot oll 


Rotuiae ost ‘at ‘ebaagsd Lio To | Heit adepinn Phe frodudqant synagei0 na oped ae 
ene “Guy. gant Ga cube oNtuth halt fur.p. tte itouborg yahaddpade- stand "Lo - anor ich 
ee ae moot: Win Kas att weteosnede -habawld wom .odt ferebhetue exe 
wile Xe ne ae Rekiaops teborr, Vutt agit Locaiee agentes BY Holaign. nro a tere i 
Od Yatawaoeiut 9) ne Reid aioe: deogak Shy oni” tatht gakdada gi ketit safilic ae 
ald: Se, Be crete del gent Jorrkins qui: opioont “to-abadtom boyatqat qeterab 
wu dal: Ihe at ‘Cabos | asbtaticode To fg’ ae “ae otioxyoo. od wbEtdn: adh todd ieto 
" ALE oat tes! ring he D yuh Sho Ro witedssom Lunetay ait Be aeaseed” 
_mbtin fae he ra we mise Ls oho ey an ‘Ro ito ttactt oth ot coded ‘gets - Lathan . 
WeRLae Bail Gites, [ens ychndy wow hein ey Yrtoqued: ban gamed Yd ne ws 
‘add fad Lapis sey. Sittaod one AES send anttobebant | iho oui: Habre tom soe 
HOHE 58 


beiet Coden o aetscts Ma eh sire atiabionew iyi Lito ox bathe. wt i a 


jeistoien waot ane” oi ax: coke atin ty Coreen y aPhovwer thunk Bud yoda: Corghero - 
jo Rien a Org ant Re 4S ‘ tit Pad Oa ae arta a “pobasrborea ‘ko teon et Hethoc 
ata By ill peer ee m a Stas ays ay or (se sii AA Mr ony frat ecg f : 


OU sia» ‘Bawa, ait ah. Peet!) {0 mite oN aM xy il oe oe Tags 


ae ath chil wh no ‘4 Fosersey, dew. *TOKt aor 
Grace") AtakDed mo tog OS lenal dima sno CE 
eS at WOEL Aa eyo nog BE Rto dekh dame arg Ot 


OPiS roiktoptiate itkoe ho % uk ede dike ote Saya fainter iy soudanls an nah 
abysel ihe : ‘ieee “A otiat “Setoqum: 2 mo -bunad? ddaonosadn sectvroLfot add eet ‘Boas: _ 
‘Hood wa eMOMEADere wrod For sacl sohtouhortg qnee So -oumlor. othe Sankt a, 
mh ie eal Wadiat womnd?, oli afoy wll wollud qyathoddiadire to aiteug ri 
. weit ‘fie: wiibars wives od anh? ott able quo! 4o abdednabdod 
sopodetd 8D. ‘ptaokbomast wat old osesgot seheodvong as reg ono ‘to f 
att to yoko alt ak oariowto yto founkowirk, fom ead sowo dotivn adit oldaa 
Astsoge 6 Od ote qatviy yd qetvoqul Lhe abdedoney od motégbatdot’ ad ws 
 bysdo Mey. goditg oR Ls th woecotenk behbood hoeuise. gol) eWoLLad vot tatin 
‘suntan, goa Mt Yountoktio model bat eellia tom ead boay adebeatoa were” sy 
MOE «EL Mudtiotqae tuods of tohaq todd osade etovent abated yor yaa: 
see, beak yet Praraapot bush anottahayes, oaneg kt daogenk tes Lotdatos 
ott ap vonol, | yatiquovorte sadaion ques stole “bet et Eaotario 
aiiekas quon a foiunon wothiargn a beg Gt ets oda a 
Tee 
Aga writen pris to Poartes “eo int Wale pany ‘tail eatoubek tiv 
: pe sate atboe es fob) fates meted: dng quakrony Lis dae 
ra peobhteao whiodiany sow trod) stat Pen ye watt ee WOOT . 
Nadie meioeet. jw or 7 aut bist Laat oh 


- 37 - 


ey Effects on Standardization or Reduction in Variety of Products. 


Generally speaking the regulations relating to standardization of product 
consist of the rules’ laid down by the Bacon Bozrd from time to tine and having 
as their general objective the development of standardized processing and narkete 
ing practices so as to obtain the best possible results in tho way of quality and 
unifornity of product, 


In connection with these regulations the packers consulted were asked the 
following questions: 


Have any or all of these regulations made for a more satisfactory quality 
of product? 

Have they resulted in ereater unifornity in the quality of the product? 

Have these regulaticns brought quality and uniformity inprovenents nore 
quickly than would have becn the case without such regulations? 

Have they resulted in less complaints or rejections on the part of Dominion 
inspectors and the British Ministry of Food? 

Have these regulations made it necessary to hire any oxtra employees and, 
if so, how many? 

Have these regulations reduced or increased the competition to find better 
nethods of producing high quality products between your firm and other packers? 

To what extent has lack of equipment, due to lack of governnent regulations, 
hindered your ability to compete for business? 

Have these regulations done much to encourage necessary technical improvenents 
in processing or handling methods? 

Have they really aided in bringing about more stable and standardized handling 
nethods? ; 

Do you regard changes resulting from thesc regulations as definite improvenents 
and a net and permanent gain to the industry? 

Would you like to see these or sinilar regulations continucd as a permanent 
part of our marketing methods? 

Have these regulations added to your handling costs? If so, in what ways 
and to what extent? 


In no part of this study has there been such unaninity of packer opinion 
expressed as is shown in the answers to these questions, The answers are 
renarkable not only because they reveal substantial agreement but because of 
the unhcsitating and positive mamner in which they were given, 


All packers were agrecd that the regulations in question have rcsulted in 
a better and nore uniforn quality of product and had definitcly hastened the 
coming of such improvencnts, That the rcogulationshad reduced tho amount of 
product rejectcd or complained about by inspectors was the cxpericnco of nearly 
all packers, First Cooporative Packers gave a negative answer to this question 
but, in doing so, expressed the view that additional rejoctions or complaints 
were due to the fact that improvenents in product, while considerable, had not 
kopt pace with increasingly critical standards adopted by the scaboard inspectors. 
John Duff and Sons stated that they had heard nothing cbout complaints on the 
part of the British Food Ministry but that complaints in plenty had cone fron 
Bacon Board inspectors and following Canadian Scaboard Inspection, Such complaints 
releted mainly to technical details of workmanship. Schneiders did not know 
whether complaints had deercased or not while Wollington Packers statcd thet thoy 
hadn't had any complaints or rejoctions whatever, 


All packers, except Wellington and Canada Packers, had found it neccessary 
to hire oxtra employces becauso of the operation of the special rogulations. 
Whilo nost opcrators stated that it was difficult to estinate the actual number 
hired for this reason, there was gcenoral agreement that the number was not large. 
Swifts and Schncidcrs said the regulations had made it ncecssary’ to hire a few 
oxtra workers, Wilsils and Duffs stated that several had to be added, Whytcs 
estinated the oxtra workors at 20 while First Cooperative Packers claincd to 
have hired at least a dozen, There is obviously a connection betwoen the nood 
for this cxtra labour and the fact of additional handling costs in gonorale 


The answors indicatc that theso rcgulations have meant additional handling 
costs, though hore again the incroasc has not boon really significant and tho 
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genoral fooling seems to be that the benefits resulting far outweigh any 

extra costs, The handling costs have been increased because the Bacon Board 
requirenents have meant extra supplics, labour, checking, icing, boraxing, the 
gaking out of reports and general supervision, While all firms reported sone 
advance in handling costs, Canada Packers stated that the increase was secn 

in the office cxpenditures only - no additional plant costs have been incurred, 


There was some difference of opinion as to whether the regulations had 
reduced or increased the inter-firm competition to find better methods of 
producing high quality products, Sone firms thought this competition had 
increased while others thought it had become less, The reason for these 
differing viewpoints would seem to be that all firns were not thinking of the 
sane kind of competition, So far as the use of formulae and processing methods 
are concerned, information is either open as between plants or is translated 
into practice through the standardized requirements of the Bacon Board, That 
the regulations have reduced inter-firm competition in this sphore probably 
all would agree, So far as workmanship or actual implenentation of standardized 
formulae and methods is concerned, however, competition has undoubtedly increased, 


All but three firns (Swifts, Wilsils, and Schneiders) stated that the 
regulations in question had done nuch to encourage needed technical improvenents 
in processing and handling methods, Several clained that the improvements had 
been very considerable, Every firm agreed without any qualifications that the 
regulations had really helped to bring about more stable and standardized hand= 
ling nethods, While the Schneider firm linited itself to the statencnt that the 
regulations had hslped !some!, the general view scened to be that there was no 
doubt about the matter, 


When asked whether they regerded the changes resulting from these rerulations 
as definite inprovenents and a net and permanent gain to the industry and also 
whether they would like to see these or sinilar regulations continued permanently, 
all firms answered in the affirnative, Only two firms attached any qualifications 
to their answers, Canada Packers said 'yes in part.! John Duff and Sons said 
the changes had brought definite inprovenents ‘in many respects! and that they 
would like to see the regulations continued pernanently tin many particulars, ! 


The large measure of packer support for this particular set of regulations 
is quite significant, It probably reflects the general recognition of the need 
for adopting standardized methods as a neans of turning out a standardized product. 
In any case the tendency to welcome a standard set of instructions issued by a 
special governnent agency is worthy of note, It should also be mentioned, however, 
thet the gencral practice of the Bacon Board has been to issue its technical re- 
quirenents only after consultation with the representatives of the industry, In 
reality these requirements ordinarily represent the general application of the 
‘best methods developed by the industry itself, Such being the case the Bacon 
Board, being a central directing agency and having authority to demand compliance, 
has done sonething which packers wanted done but which, acting by thenselves, 
they were umable to do cither quickly or completely cnoughs 
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B. PRICES 


l. Effects on Availability and Price of Raw Materials and Supplies, 


As already stated the really important raw material used in the packing 
industry is the livestock. Since, hawever, the effects of the more important 
regulations affecting livestock supplies have been discussed at considerable 
length in the early part of this section, it seems unnecessary to reconsider 
them here. In what follows, therefore, attention will be confined to control 
measures and effects not previously dealt with in any detail. The first 
measure tO be considered is the oraer of July 2%, 1941, which forbade the 
exporting of live hogs and pork products to areas other than the British 
Dominions, : 


Throughout 1940 hog prices in Canada were very considerably above the 
levels ruling in the United States. As a result no live hogs were exported — 
from Canada. By the beginning of 1941, however, the price in the States had 
risen to a point where it was about on a par with the Canadian price. During 
the first three months of 1941 the American price occasionally exceeded the 
price in Canada with the result that.a few Cansdian hogs were exported, Then, 
beginning about the middle of April, a pronounced upward trend in American 
hog prices begau and hog exports from Canada suddenly increased, Most of the 
hogs exported at that time went from British Columbic while some were shipped 
from Alberta, Manitoba and Ontario. From A:ril on American hog prices con- 
tinued to rise and Canadian hog exports continued to expand. In order to curb 
hog exports and thereby retain all possible hogs in Ganada for use in filling 
the export bacon contract, steps were taken to bring about a rise in the 
Canadian hog price, 


On May & the price paid the packers for bacon by the Bacon Board was 
increased by ¢1 per hundred pounds, the increased cost being borne by the 
British Food Ministry. Further increases in the price paid by the Board were 
accounced on June 2, June 24, and July 23. On these dates the advances were 
75 cents, 75 cents, and $1 per hundred pounds mspectively, the additional 

payments being made by the Dominion government as a special subsidy. Following 
these increases in bacon prices, hog prices began to rise. In May the average 
price of Bl dresced hogs at Toronto was {12,14 a huudredweight compared with 
wll.oo in ahh es In June the average price was °13,.46 while that for July 
was $14.62, Sei peak summer price of $15 was reached late in July. 


These increases in hog prices, while no doubt mainly due to the higher 
prices being paid for bacon, were partly a result of a keen domestic and oe. 
demand for pork and the need for meeting the steadily increasing Ameri can hog 
prices. Despite the ceve.al increases in bacon prices, the domectic and 
United States marksts were more profitable packer ouklets than the British 
export bacon warket. 


While the increases in Canadian hog prices undoubtedly did a lot to reduce 
Canadian hog exports, relatively greatez hog yrice increases in the United 
States resulted in hogs moving across the lime in May, June and July in con- 
siderable and indecd increasing volume. The high export month was July during. 
which nearly 14 thousand hogs were shipped, Altogether between January 1 and 
July 23 over 84,000 live hogs had bien exported and all but a few of these had 
wole after April 15. 


From the above two conclusions may be draw. The first is that up to 
July 23, 1941 raw material, i.e, the livestock, available for processing in 
Canadian plants was less than it would have been had uo hog exporting taken 
place. The second is that, up to that date, the necessity of meeting United 
States hog price competition was an importent factor in bringing about the 
rise in Canadian hog prices, 


On July 2% an Order was passed prohibiting any further export of live hogs 
and pork products to the United States and other ~on-Empire countries. At the 
sate time an advance of $1 per hundred pousds (the last increase in the series 
already mentioned) in the price paid packers vy the Bacon Board was @#rounced, 


(1) All these figures quoted from the bi-monthly issucs: of "The Current 
Review of Agricultural Conditions in Canada" prepared jointly by the MAe kets 
Information Section and the Economics Division, Department of Agriculture 
and the Arricultural Branch, Dominion B.reau of Statistics, Department of 
Trade and Coumuerce, 


i os my aoe ' it 
5 ekg ER ili” 


ne " Thea ap eee i, : 7 
Ned yea peerre 
Mn mvs aE qaektonn mibste Bo 
fhe no ata se ‘eae boredh 
“ik cd iy SLaaw . feck verte 
at we hegebaebey SF 1 pera ent et 
eo 4 nae Mais adi Pee 270G peisiel avi Be 
Q i ; ; ; os wp Pa { ; ey my * 
ad) ‘easiest bein or by. aT ow Lene Ee is nny se “a ‘ches Findon 
ay alee erent ‘aya. cht Geert te BOR Sa” eat ce Bong ott fhe Said 
bat oe WAR WE wots odd , do vewds LIBEL Ne ch bami seg Hebd: ge 
wart, obi fan Elam pl yd ster Tay s NA “data Ss eeee tee, dakog: « ‘pa ‘th 
palit ‘baba WA bivaswl ss yo ney wv eebe: i ae aa nit? LORE. So, alta, watds. see! ae 
pany «bie Rages Wiiinn opel: ue fies smn ne” Bp. Suits Late. aut Me beat RE) aor 
. ROE tt Paryin: areeNg DeePaNO av” A de | ag ih hay, ini poviogh tsdaogs ie 
ete Sp eat! | “Lhieeot Gd bane atin SPA LAO BOLT, atom en Bae; ¢ SoD ET 
egy tanes ° yk aide > Mi ich lad auld Fog ane ‘aie | om Sane rey ‘bah 
“bor wre Bow fe Esha nat Sap ae hee obese) bis wer Laat, 5 
Bigasey. ct a aay ae. Ores od nieaneaas. atta, Banh Aaa Pantin, byes 8 
pit ieat 7 faa MO oly a 7 AL eon 9 Libs Sete ite a betart ediodeuly 
sid i ders mm darolis etka” ob pope einen. sil PURE TOG auth 
u | eine Bait OR: 
vi cai ro, va 1 Xo ated mee iiebowny i fit bt: uy putin adh & yeh Ee) ‘2 
ef ned. + tayo Dis Reet OY ol ot vod) deanna 0G, 1 ite ; 
Me ‘ae whe baci ji We RE me’ cwisat 82 t/% aRiede ie * 
ewe tke ei y Ween: one Ol” Eee tit) as git ro a oat 1G: 
a) LRA Eg NS ors diya Giudion toad eae Gok Pie ay. 
ye PAP UR, i¥BTa afte: ExtD 3 te 8 ay Ph ah em at Rely ted wil. TET alo. 
OASIS ay bys Bee: pe) a Gs A OO aa piney sik at ad ayy ype 
Ue il Ponce Seong Pe it an nienot Se Owe cx poe or = 
CEE! Ghd ee i eta ae: oh oie, hia add anu’, ax Lie at 8B, 
| CA OS os ot eave ER “268 ita ‘anita pers Bh ahd: : 
DSR NE BP ae +4 nee Prob. Get: wa pit i 29 batt “neil Ok oe ihabbek nae 
RY aaa ga ibee aktecty Rae: 4, vESY i utthis oe | Nee ay to Hig Kitwe. gael 
vets! namibia HE Garay i¥ Rh? Lopes sae aks Bony et ieee ott ‘baw “Lan yo B ei ee 
NOS ORR OF Rd Phy ocd) eo re th evany % ee inert vt : Bs ¥ " 
Lp y #3 “it ad ati BIOL Sui we raha ri staan rt ae RS IY aly La iagade- 
Rea sie ‘ah Ss a eae wipe: 1 ‘ hie. AoemR 
COMMON OS TOD 8, DEY Yl buddeo tur gogiaa: soit dis al at oop ttynt ait ait 
he ree st th fer dae PA) ii a a Mabe Si ides x RM ae by Ets a: 4% 5 rhe Nota pal art 
ow Cag hy hr aes Aa) ae th Up i eee ae it oT Bee re Feyity: ACE tf Sogty aoe Cray 
Si) web aee ana eh, Ya ARRAS PUB Ae ot. ner «lites eee Te Kathe LG | tia bid is F 
' Bett sess an sath Bah! nt hoe L A. las he bata | AU ASRS Ue, ‘nur gt: bs eats 
hii aoe he WET Tod Lis % ah Bathe Teativtd, be A aay owes ODO ee “tay: 
i ROL) be ne oe Ol Linas adie 
ey a ay ae » Jhaoreale ir oa oi oy rau. vs 3 oak inti » 
ol eae eg, 164. culgaltaae Sebte tal. galt xpi abe tag ie es 
Qh Ame gut tenes: BOS Cis Tapeh: oun wed plow hh oat wae! 
ba tidtt Bist tarde My - Ye ronemay wy i sotat’ eg ot. n ‘toda ‘at: Ba 
Oe in er" 2 Dore *) PS Sean ty cure OE i : 
line + nn “ty PORT ba She rf ey 
aah By ieeiintes Pk eo | Shae sO 
Breyten Sr oe! ae BD ey ‘Seng nat is one’ “hal fi, 
abi hl a oe woes or <6 biti, 
Ue a, 4 ’ ; 


te * dat nape 20 “wationa Rocrert 
bea Mei ie ate ee elite tot peregmpres ; ; 
ey, : Png a dept A +600 


. 


mae oe 

At the sane time, also, the Bacon Bo rd called for a further reduction of 25 per 
cent in the amount of pork that could be sold in the domestic market, All three 
of these steps were destined to affect the price of hogs while the first one 
general effect of the embargo on the export of live hogs has been that all the 
hogs that might otherwise have gone to the States have remained to be processed in 
Canada, Ancther important and immediate effect was that Canadian packers were no 
longer required to compete against the prices beiig offered for hogs in the 
United States. The third major effect wes that product which would have gone to 
the States was made available for swelling the total of Canadian bacon shipments 
to Britain, 


Just what efrect the embargo on cxports has had on the price yaid for hogs 
in Canada is difficult if not impossible to say. That it has been very consider- 
able, however, is indicated by the increasing discrepancy between American and 
Canadian hog prices since the order was passed, The dressed price of Bl nogs 
st Toronto averaged $14.62 = hundred pounds in Aucust, $14,65 in September, rose 
to $14.75 following the announcement of the third bacon contract in early 
October, and remained at about that level for a considerable time. A significant 
Rise occurred around mid-December. This rise continued with the result thet 
the December price averaged $14.89 and that for January 1942, $15.41. After 
rising to 4 high of $15.75 the price dropped to $15.25 ir the latter part of 
January and hovered in that neighborhood until early in Juce. Sirce then it 
has risen gradually to $15.75 at mid-July, I” contrast it may be noted that 
the average price of all hogs at Chicago was $10.75 a hundred live basis in 
July 1941, $10.87 in December, and $11.60 in Junuary 1942. Further advances 
were recorded in Fi.bruary with Chicago prices soaring to nearly $19.00, Tren, 
despite several government restrictions aimed at preventing price increases, 
the price climbed to well above $14 live basis in April, 


These figures may be summarized by stating that, whereas the variation in 
the price of Canadian dressed hogs between Juiy 1941 and July 1942 has remained 
within the 75 cents range, the price of live hogs in the Stetes has advanced 
from an average of $10.75 in July 1941 to considerably above $14 in April 1942, 
In the light of these figures it seems obvious that had stens not beentaken to 
prevent export, Canadian hogs would have been shipped to the States in wholesale 
quantities and that the price received for then would have beer. very considerably 


» 


above that paid in Gunada during the past year, 


It may also be noted that, immediately after the order prohibitine hog ex- 
ports, the Canadian price dropped somewhat from the high point of $15 ruling just 
prior to the order, The figures show that the average Toronto price for Aurust 
was exactly the same as that for July and this despite the fact that on July 23 
the Bacon Boara began paying packers an aduitional $1 per Luudrced pounds for 
bacon. How much further the price would have fallen after the order to stop ex- 
porting had the price paid for bacon not beer raised can only be conjectured, 


Bifeet of Fixeu Export Bucs: Priccs Hae the price of HCES« 


me of the declared duties of the Bacon Board was to see that a fair relation- 
ship was maintained between the export bacon price sad the price paid for hogs, 
nh neeordance with this objective one of the Board's early moves was that where- 
by exporting pickers were required to make weekly reports to the Board showing 
the dressed cost of hogs being processed for export, Tie idea was that this hog 
cost when related to the price being psid by the Board for bacon would serve as 
an index of the degree of satisfactoriness of hog priccs, 


From the time the Busrc pegan operating until about April 1, 1940, hog 
prices continued on a very even keel because they were based on the export bacon 
price which was, of course, a fixed price. Tist 18 to say during this period, 
after current export shipments plus storage accumulated for cxport were provided 
for, all hog products remaining coulda be sold in Ca.uda at a price corresponding 
with the export bacon price, During the first part of April, nowever, hog prices 
dropped significantly in spite of the continued fixity of the export bacon price. 
At that time storage holdings were extremely large, hog marketiugs were heavy 
with the prospect that they would continue to be heavy until the end of the hog 
contract year, and the British Ministry steadfastly refused to accept weekly 
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shipments greater than those specified ii. the agreement. The general feeling, 
‘including that of the packers, was that it would be necessary to offer increasing 
amounts of product on the domestic market and that this would result in a domestic 
price considerably lower than the export level. At this juccture Denmark and 
Norwny were invaded and this fuct inspired renewed confidence regarding export 
poss#bilities. On A;ril LOt: tue Board instructed packers to resume storing to the 
Board's :ccount., Following this action hog prices rose almost to the previous 
export level, It «cu: became clear, however, that there was no immediate hope of 
increasing export shipments and hog prices fell agein. 


Hog prices fell in the first instance because it was realized that, in order 
to get rid of all the pork products that would remain after export requirements 
were met, Cai.caian pork prices would have to be lowered very considerably below the 
export level, If hog prices fell for this reason they were destined to fall still 
more because the B:cu., Board reduced the export bacon price by 50 cents a hundred 
pounds on M:y 6 and did not restore it to the previous level until July 2%, The 
reduction was made partly because of widespread dissatisfaction with the fact 
that farmers wele being required to accept lower hog prices despite the mainten- 
ance of the export bacon price level, partly because of the Boarc's cbhlisetion 
and desire to maintain a satisfactory margin between hog and export bacon prices, 
and partly also because the Board hopea thet = taaporarily low pork price would 
help to build up the domestic market. In any c.use the reduction in the export 
bacon price, while it lasted, had the effect of increasing the drop in hog prices, 


Duri:s the first contract year the export bacon price paid to packers by the 
Bourd wus considerably below the price received by the Buard from the British 
Ministry, The difference permitted the Board to pay for cxtensive storing, cover 
verious other operating expenses, and accumulate a sizeable reserve fund, Wher 
the price paid to packers was reduced during My, Ju.c aua July by 50 cents a 
hundred as noted above, the differcuce between the price paid and that received 
by the Bourd wee widened to that extent. EVS)) aif turn, inereased the ‘size if 
the Boari'ts rescrve. While the building up of this reserve fund made necessary 
the paying of somewhat lower bacon and, therefore, hog prices than would have 
obtained otherwise, a large part of the fund wesused to support those prices at 
a later period. The second Bacon Cortract period opened in November 1940, Under 
this contract the price paid by the British Ministry was very considerably less 
than under the first contract. Because of this price drop and because it was the 
season of heaviest hog marketings, the Board used a large part of its reserve 
fund to bolster the price which it paid the packers. Instead of dropping its 
price abruptly from the $17.70 paid under the earlier contract to the $16.10 
which the new agreement price permitted it to pay, the Board paid packers (317 
during the first two weeks of November. This action helped to cushion the fall 
in hog prices at a time when hog marketings were particularly large, 


As soon as this price-supporting action ended and the Board lowered its 
price to $16.10, the price of hogs (live basis) fell 50 cents a hundred. In 
December it began to rise again. From then on it alternated slightly in both 
directions but, on the whole, the trend was upward. During most of the winter the 
price was not far from where it had been in the first part of November, 


This gradual hog-price rise from December 1940 to the end of April 1941 re- 
flected the operation of factors other than the export bacon price. By the 
beginning of this period American hog prices had risen to the point where they 
were about to attract Cunadian hogs and they continued to advance as time went 
on, I: addition to this, however, was the fact that an increase in domestic pork 
consumption was gathering momentum. Figures collected by the Bacon Board show 
that domestic conusum tion inecressed markedly during the first four months of 1941, 
Other factors such as a rise in price of hog by-products and increasing evidence 
of a gradual slackening in the rate of hog production may also have helped to 
keep hog prices higher in relation to the export bacon level than at mid-November, 
However, the combined influence of these factors becaue really significant only 
efter May Ist. We have already noted the pronounced rise in hog prices which 
occurred during the spring and summer of that year and how the Bacon Board was 
compelled to raise its bacon price on four successive occasions. This means that 
the hog price was really determined by factors guite distinct from or in addition 
to the export bacon price, Put in another ‘way it means that the export bacon 
price had to be raised to permit the payment of a hog price that would have been 
paid in any event. If the Bacon Board and Canadian packers had not bought the 
hogs at that price Canadian and American consumers and American packers would have, 
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From the foregoing discussion it would appear that the fixing of the export 
bacon price for long periods has resulted in a much more even hog price through- 
out the year than existed previously. The pre-war price variation as between 
seasons and particularly between the high of July and August and the low of 
November scems to have been very considerably eliminated, It should he noted, 
however, that the centralized shipping and storing policy (to be mentioned 
shortly) has contributed along with the fixing. of the export price to produce 
this result. 


Before leaving the matter of a fixed export price one further effect of the 
policy: should be indicated. It is obvious that with a fixed price there is no 
longer any need for a packer to run the risk of a price change between the time 
he buys hogs and the time the product is offered for sale in the export market, 
The elimination of this risk and, therefore, the cost of running it should make 
for narrower packer margins and provide an opportunity for incrcasing hog prices 
or decreasing pork prices or both. Insofar as the elimination of the risk of 
price change extends to the large amount of product that has to be stored for 
long periods, the reduction in packerst costs should be considerable, 


Effects of Controlled Shipping and Storing on the Price of Hogs, 

One of the inmost important specifications of the annual Bacon Agreements has 
been the oue which called for shipment of the total amount of bacon bargained for 
in as nearly as possible equal weekly instalments. ‘The weekly shipments were to 
be 5.6, 8,2, and 11.5 million pounds during the first, second, and third contract 


years respectively, 


In order to comply with this requirement two major steps had to be taken, 
The first step was to arrange things so that all orders to ship would be directed 
through one central clearing office, This was necessary in order to avoid ship- 
ping either too much or too little in any given week, The second step was to 
undertake a centrally directed and large scale storing program. Only by this 
means could the extreme variation in hog marketings from season to season eon- 
tinue side by side with non-seasonality in bacon shipments. The shipping and 
storing functions have been among the more important ones uirder the control of 
the Bacon Boxrd, 


To the extent that equal weekly shipments have been approximated the export 
demand has been regularized or made more constant. This, in turn, has been a 
further important factor anonaz those making for a more even price for hogs, 
After all price is a resultant of supply and demand forces and anything that 
assists in bringing about greater regularity of either supply or demand or both 


» 


thereby contributes to a more even price level. While it is impossible to 
measure the actual extent to which: reduced hog price variations from week to week, 
month to month, aud season to season, have been the result of greater regularity 
of bacon shipments as distinct from other factors, ordinary reasoning suggests 
thet the influence of this factor has been considerable. In this connection, 
however, it must be remembered that anything like complete equality of weekly 
shipments has been quite impossible because of the w.rtime difficulties in 
securing shipping space, 


If more even shipping has affected hog prices the storing program has 
affected them even more. The first thing to note is that most of the cost of 
storing export product has been paid for by the Bacon Board, While this cost 
has to be estimated and allowed for before the schedules of export prices paid: 
to packers were set, it has meant that’ the storage cost item formerly paid by 
packers themselves has been greatly reduced. Moreover the fact that the cost of 
storing has been paid for in the form of a lower price to all packers means that 
the storing cost has been spread over the industry as a whole. To the extent 
that some packers are able to and ordinarily do store a far larger percentage of 
their product than others, the paying for storing in the formsof a reduced price 
really amounts to paying a higher price to firms which store the largerpercent- 
ages and a lower price to the others. A small deduction is made ii the price 
paid for the large amount of uxstored product of some firms in order that a 
Slightiy richer price can be paid for the large amount of stored product 
hele by other firms, Thu general result is that the pre-war influence of high 
or low storiug costs on the price offered for hogs hes been at least partially 
removed, 


The second thing to note is that the cost of storing has besn spread over 
the product of an entire year. That is a lower price is paid throughout the 
yéar in order that the cost of stcring at some particular time or times during 
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the year may be covered, .This policy has tended to support hog prices during 
seasons of heavy marketings and storings and to exert a price-depressing effect 
at other seasons. [In short it has tended to iron out the previous wide discrep- 
ancies in hog prices as between seasons, It is not sugsested that it has come 
pletely removed those discrepancies, The latter were not entirely due to the 
seasonal variations in the need for storing, They were partly the result of 
variations in buying and processing costs which cecoupahied variations in hog 
marketings. 


The foregoiig are some general effects of the storing program per se,’ A 
somewhat better idca of the way in which hog prices were actually affected by the 
storing program ss carried out may be obtained by noting the experience of the 
first contract year, During the fall and winter of 1939-40 hog marketings were 
ertremely heavy. While the weekly export bacon shipments «ectually exceeded the 
agreed-upon amounts in December and January, the Bacon Boerd anticipated that 
during the following sumier months it would not be able to scecure the full 
5,600,000 pounds per week agreed upon plus anything additional thet might be needed 
from the hogs marketed at that season, It therefore decided that a lot of bacon 
produced during the late fall and winter, wher hog marketings were heavy, should 
be stored until the summer season when hog imrketines were expected to be much 
lower, At that time it would be used to supplement current supplies so as to 
make up the weekly export totals required, Altugether over 30 million pounds 
were stored for this purpose. Bc1ie earmarked for export it hed the effect of 
limiting greatly the quantity of pork from Canadian hogs that had to-be sold for 
conSumption in Cocuda, 

During December, Juiunty,and February there was « large amount of pork con- 
Sumed in Canada. Part of this pork was the product of Cu ccian hogs: but a lot 
of it was imported from the Usited States, Roughly speaking the amount of 
Aucrien:. nork importec just about correspondea with the amount of Cunadian pork 
stored for summer export shipment. -Alwcst 24 willion pourcs were imported in 
Joucuary ora February atone, Tlis imported pork was obtained by packers at a lot 
lower price than that which the pork processed from Canadian hogs cost them, Tie 
uVerasc price received for all the pork (Canadian and Anerican) which was sold in 
the domestic market was below the export bacon price but above the imported pork 
price. .What packers lost on the domestically produced article was offset by the 
profit on imports. In other words, the profit made on imports permitted the 
packers to pay a price in line with the export bacon price for the Canadian hogs 
consumed in Canada, Hac the storing program not been undertaken, the amount 
stored would have had to be sold in the domestic market and at a price about 
equal to the average price received for all the product that was actually sold 
there, .Sivce this price was considerably below the export bacon price, the need 
for accepting it would have caused the price of hogs to fall to a point somewhere 
between the export and domestic price levels, 


During the following summer, however, when supply and demand conditions 
failed to correspond with the Board's expectatious, the price of hogs did fall 
below the export level, The reason was that, when the large amount in storage 
was taken care of, the unexpectedly large summet marketings were not all needed 
to fill the export shipments, -To get rid of the rest on the domestic market the 
price on that. market had to be lowered, This, in turn, resulted in lower prices 
for hogs and export bacon as already explained, The net result of storing was 
that winter hoe prices wers maintained at the expense of a drop in late spring 
and summer, There was probably a gain to farmers on balance inasmuch as somewhat 
more hogs were marketed in the earlier than in the later period, It iiust also be 
remembered that it was the storing program which really made possible the pork 
importing program and that only certain packers were able to participate in this, 
Thoss unable to do so were placed in a relatively weaker position in respect to 
their ability to buy hogs. They cither had to buy less hogs or incur a greater 
loss on their domestic business, 


4.The Price Ceiling Policy: Tie R se in prices, 

Tne prime purpose of the price ceiling policy was to prevelt retail prices 
from rising above a stipulated maximum level and thus prevent the development of 
any sericur degree of inflation. It was obvious that increasiue¢ searcity of 
products sovpled with a high level of purchasing power would result in inflation- 
ary prive increases unless special price control measures were applied. 
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The general effectiveness of the ceiling policy to date may be judged by 
examining the cost of living index figures for the period since December 1, 1941 
at which time the policy was jnaugurated. During the seven months from December 
1, 1941 to July 1, 1942 the cost of living index Tose from 115.8 to 117.9 or 2.1 
points. This rise was only about one quarter as much as had occurred in the 
seven-month period prior to December 1. It thus appears that, from the standpoint 
of preventing increases in the cost of living a: 4 whole, the policy has so far 
proved very effective. It is significant, however, that most of the rise which 
has occurred has been in connection with the food items. While little or no 
change has taken place in the clothing, fuel and lighting, rental home furnishings 
and services, and miscellaneous indexes, the food index has risen from 125,8 to 
130.3, Most of this rise, in turn, is the result of fairly pronounced increases 
in the price of a few important food products. The list of such products 
includes most of the meats, fish, onions, potatocs, and more recently eggs. 


In searching for reasons as to why the retail prices of these particular 
products should have risen above the levels ruling in the basic period it would 
‘seem that there are only three possible explanations. One is that ceilings 
higher than the ones originally specified have been allowed for one reason oF 
another. A second is that the prices permitted by the ceilings are somewhat 
higher than the average price received during the basic period i.e higher than 
the prices used in compiling the imex, Where price increases cannot be explained 
on either one or both of these bases, the only conclusion one ean reach is that 
it has not been possible to enforce the ceiling prices. 


It would seem that the first two and possibly all three of these explanations 
are necessary,if one is to account for the rise that has oecurred in the retail 
price of meats since December 1, Lg4hgr To 8 considerable extent the price in- 
ereases Simply reflect special regulations made whereby maximum selling prices 
were allowed to exceed the basic period prices. For example the price of frozen 
lamb shipped during January and June inclusive was allowed to exceed the basic 
period price by from 1 to 24 cents a pound depending upon the month of shipment. 
In the same way fresh lamb shipped during January to May inclusive was allowed 
to be gold above the basic period price by as muck as 4 cents a pound depending 
on the date of shipment. Fresh lamb from lambs born in 1942 or December 1941, 
if shipped before August 15, was exempted from the maximum price regulations. 

In the same way New and higher maximu: prices for beef were permitted by an 
Order passed on May 19, 1942 and shortly afterward provision was made for varying 
the price from season to season within a Prange of 3¢ cents a pound. 


Fven where no such alterations in the eciling price have been made, as in 
the case of pork products, it has been quite possible to receive an average price 
considerably above the average received during the basic period. The reason for 
this is that the ceiling price permitted was the highest price received for any 
part of the product during any part of the pasic period. In view of the general 
‘supply and demand conditions then prevailing it would be very surprising if there 
has not. been cases where small amounts had been sold at prices considerably above 
the average. In such a seller's market any buyer who was obligated to secure 
supplied and whose credit and general buying strength was poor was likely to 
encounter rather stiff buying terms. To base the ceiling on prices charged 

in such exceptional cases Was to provide for an average price much above the aver- 
age received during the base period. While this definition of the maximum price 
would obviously lead to a rise in the price inde. for pork products there is no 
reason why its influence in that direction should became more marked as time went 
on. The fact that the retail price index was continuous for several months 
suggests that soue other factor was at work. It vould appear that the other 
factor was 4 partial failure to enforce the ceiling prices. 


wile the record ghows that most meat prices have not been completely pre- 
vented from rising by the price eciling policy, it 4s undoubtedly true that, in 
the absence of that policy, meat prices, together with the prices of livestock, 
would have gone much higher, In view of the supply and demand situation that has 
prevailed this seems a safe conclusion. It sould also be true that, to the 
extent shat prices have been prevented from rising, the relatively limited 
supplizs nare been shared more evenly by consumers, Had prices been al lowed to 
go upcnse eed =he lower-income consulers would have had to go without meat or be 
eontent wiih smailer purchases. This, in turn, would have had an unfavourable 
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reaction on health, morale, and labour efficiency. Is short, one may say that, 
to whatever extent an inflationary price rise has been prevented, all th¢ un-~ 
desirable results of inflation have been avoided, 


o. Effect of the Cciliny Policy om tle Price of Hore 


Between the inauguration of the ceiling policy and the middle of August 1942 
the price of hogs rose gradually and almost uninterruptedly. At the end of this 
period the price was about $1.50 a hundred pounds (dressed weight) higher than at 
the beginning. In view of the rather remarkable parallel between the rise in hog 
prices and the rise in domestic pork prices it may appear to some that a pro- 
nounced cause and effect relationship has existed. It might even be suggested 
that we have in this fact of a hog price rise the best possible evidence of the 
inability to maintain ceiling prices on pork products, It is true that during 
this period there has been a fixed and constant price fcr pork products exported 
and also that a constant maximum price for pork products sold in the domestic 
warket.was supposed to exist. It is also true that we have hac a supply and 
demand situation such that the domestic maximum price was certain to be the 
minimum es well, Even assuming complete constancy in the price of all hog pro- 
ducts, however, it by no means follows that one should expect the price of hogs 
to remain unchanged. During the spring and summer when the price paid for hogs 
was moving upwards hog marketings were declining. As the total number of hogs 
marketed declined, a larger percentage of that total went to supply the more 
profitable domestic market. The number of hogs that went to supply the domestic 
market was determineo in relation to the number sold there in 190 and not in 
relation to the total nunber of hogs coming to market. Since most of the hogs 
were handled by the packers who are engaged in both the export and domestic 
business, the latter were eble to offer. more for hogs according as the domestic 
pert of their business formed a larger percentage of the total, 


Whereas hog prices continued to rise until the midale of August, they have | 
tended downward since that time. At the present time (end of September) the price 
is over a dollar a humred lower than at mid-August. This fall is partly ex- 
plained by the fact that hog warketings have beén increasing somewhat even though 
considerably less than during the same period in 1941, Thie means that the 
nuiuber that could be disposed of in the more remunerative dcmestic market has 
formed a gradually smaller percentage of the total number mrketed. In addition 
to and more important than the inerease in marketings has been the influence 
exerted by the recent Order reducing domestic sales from 75 to 50 per cent af 
what they were in the corresponding weeks of 140, Ti.is Order, by transferring 
business from the more prd itable domestic to the less profitable export market, 
has made it necessary to lower the bids for hogs, [Incidentally it may be worth 
noting that the Dominion Livestock Market Reports covering the last few weeks 
show a rather marked increase in the percentage cf all hogs marketed which has 
gone to butchers as distinct from packers. The explanation would seem to be that 
the butchers, most of whom are exempt from the 1941 and later orders reducing 
the amount of pork that could be Sold in the domestic market and all of whom are 
catering exclusively to the more profitable domestic market, have been able to 
outbid some of the packers to a certcin extent. The packers least able to buy 
are those with the smallest percentage of domestic business, 


While variations in marketings heve affected hog prices in the direction 
and for the’ reasons outlined above it should be noted that they influence prices 
for still another reason. Insofar as profit from processing and therefore 
ability to buy hogs depends on the volume of business, periods of reduced 
uarketings are likely to be accompanied by keener bidding for hogs. Higher 
prices are offered in order to maintain volume, ‘ 


The ceiling policy has probably exerted some influence over hog prices in- 
directly. That policy has removed the opportunity of securing a speculative as 
distinct from an operating margin. It removed the possibility that hog product 
prices might rise between the time a hog was bought and the time the resulting 
product was offered for sale, Whereas previously q packer may have bid more for 
hogs in anticipation of a rise in the price of the product he will no longer do 
so, Since there is no longer any chance of securing a higher price when selling 
he will attempt more than evei to make sure that his buying price allows the 
necessary margin, The ceiling policy may therefore have tended toward buying 
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that is more careful in the sense that it is more closely related to operating 
margins, While there is nv reason t. expect the buying to be any less compet- 
itive, the new ccimpetiti.n is more likely than the old to reflect true operating 
efficiency. It might be expected that hg prices’ have been raised to the extent 
that the cost of running the risk of price changes has been removed. Whether 
this has happened we are unable tO say. 


To the extent thet the ceiling policy has affected the cost of producing 
hogs it has exerted an indirect influence cn the nuwaber prcduced and therefvre 
con the price received for them, By preventing a rise in the price .f hcg feeds 
it has encouraged hiz production and thereby tended tO increace the percentage 
aveilcble fur expert and tc reduce the level cf hcg prices, On the cther hand, 
by preventing further rises in wage rates and cther packer costs, the policy has 
assisted in insuring thet the largest possible percentage of the ccnsumer's 
dollar would be returned to the producer. 


Tu the extent that the ceiling pvulicy has prevented prices vf by-products 
from rising it has thereby tendec tu prevent increases in livestock prices, This 
factor has cbvicusly less significance fcr hog than for cattle prices. Receipts 
from the sale e6f by-products make up a much larger part of the packer's total 
returns in the case of cattle than of hcgs. 


During the summer of 1941 packers received word from the Wartime Prices and 
Trade Board tc the effect that in the Board's cpinion the price cf lard had gone 
high enough and requesting that it be not allowed tu advance further. Despite 
the fact that government index figures show a steady and pronounced rise in the 
retail price cf lard between July and Ncevember 1941, packers claim that the 
Wartime Prices and Trade Board request order resulted in them getting a lower 
price for lard than they would have otherwise. They add that the failure to 
receive this higher price for lard wes reflected ina lower price for hogs than 
would have otherwise obtained, During 1942,hcwever, lard prices have been ccn- 
siderably below the basic period price. If, therefore, lower lard prices during 
this later period have tended to reduce the price of hogs it is not due to the 
imposition of a ceiling price cn lard, 


On the Other hand the setting of a maximum price on hides during the summer 
of 1941 appears to have resulted in a rise in the price of beef rather than a 
fall in the price of cattle. Thu reaecr is that, since surplus cattle were ex- 
ported to the United Stites, prices received for Canacian cattle were set in 
relation to those ruling across:the line. Inability to secure a higher price for 
hides was therefore reflected in higher beef prices. In the same way the Govern- 
ment Order limiting the price received for Livestock Feid Qvusecrtr tes (tenkage, 
blood, etc.) caused higher prices for beef. However, insofar as these concen- 
trates were by-products of hog-processing as distinct from, beef-prccessing, the 
order preventing their prices from rising tended to keep hog prices from rising. 


6. Sime General Effects of the Ceiling Policy 


Whether the developments aescribed below have become general or whether they 
apply to a limited extent only, we are unable to say. Much more informtion than 
we have been able to secure thus far would be necessary in order to reach a 
definite conclusion on this point. I view of all the circumstances, however, 
it appears probable that the changes mentionedleve become fairly general. 


Prior to the imposition of ceiling prices the usual practice cf packers 
when selling to retailers was to vary the price somewhat according as the 
quantity purchased was large or small. Large purchasers were quoted a lower 
price than the small ones on the principle that it cost less to sell to then 
end also because they were regarded as specially desirable customers. With the 
application of maximun prices and the practice of defining the maximum price 
as the highest price charged during the basic period, there has been a tendency 
to charge the saine price to all buyers large or small. With the relative scarc- 
ity or supplies, packers as sellers no longer find it necessery to offer price 
concessions to secure customers. Morevver the fact that packers have not had to 
hunt for buyers hau tendea to minimize their selling posts, While this one-price 
policy may have been in process of development prior to price control, due to 
the particular supply and demand situation, the desire to secure the highest 
price possible under the ceiling arrangements has undoubtedly hastened its coming 
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A further factor in the situetion has been the packerts desire to spread his 
limited supplies in such a way as to retain as many retail customers as possible, 


In, suuwewhet the same way the adoption of the ceiling policy has tended to 
result in the former custom of quoting different prices to cash and credit 
customers being replaced by uniform selling terms for all. Tre credit price has 
tended to become the cash price and the practice of selling on a credit basis 
has tended to disappear, I. this case also, however, the ceili.g policy has 
merely served to hasten a development already under way. Se rcity of product 
and added purchasing power had alreedy done much to make the change both necessary 
and possible, 


Before maximum prices were applied retailers of meats ordinarily varied the 
price charged depending upon the grade or quality of the carcass from which the 
various cuts were secured, For cxample meat from hogs grading C ur D was con- 
Siaered inferior to and was sold at a lower price than that from say Bl hogs, 
Such price discrimination on a quality basis has apparently tended to be. dis- 
couraged under the price ceiling plan. The absence of official grades for meat 
plus the dndiscriminating and urgent nature of consumer demand has tended to 
make possible the sale of varying quality of product at a single maximun price, 
I: cther words, while the ceiling price policy may prevent the charging of a 
higher same price. Since retailers are only permitted the same margin for 
carcass as in the base period, it would seem that they are able to follow the 
practice mentioned only if the packers who sell to them do likewise. The poss- 
ibility of this practice would seem to exist in the case of pork products only. 
im the case of beef, where different classes of carcasses are given different 
maximum prices, it is effectively guarded against, 


The Eifects of Prohibitions on Export 
(a) On prices received for products, 


It is only natural to expect that orders limiting or prohibiting exports 
would have resulted in lower prices than would otherwise have been received, 
Export.tion would not be taking place and exports would not have to be prohib- 
ited were not prices in the export imarket higher than in the country doing the 
exporting, 


Some idea of how restrictions on exports affected selling prices may be 
gained by noting the situation in regard to certein products. According to 
Burns and Cc. P.C. 5532 prohibiting hog and pork exports to the Urited States 
reduced slightly the price obtained in C.riauda for heavy sow cuts. Swift Cerne 
auian Go, stated that this urder had reduced the average price received for hog 
products by from 1 to 7 cents a pound depending on the product. But for this 
order they would have been exporting pork tenderloins, trimmings and fancy meats, 
Canada Pacxerg reported that for a short period following this order the price 
of certain pork cuts was reduced 2 cents @ pound and that of sow products by 
approximately 3 cents a pound, Tiese declines proved to te only temporary, 
however, because of the shortage of pork products in Cunsda. In the meantime, 
however, U.S. prices continued to rise, As . result the company stated that, 
but for this order they would then (Octover 1941) be exporting such products 
as hams, trimmings, tenderloins and boneless sow shoulders, ; 


All tue larger firms reported that the selling prices of tankage products 
were affected by the prohibition of export in that the U.S, market was cut off, 
Canada Pucxers claimed that the greatest changes were in connection with the 
production in Western Canada, J ubility to export meant that the large Western 
surplus had to be marketed in Ontario amd this involved the paying of high 
freight rates. Because of this situation, together with the government's request 
that feed prices be lowered in the East, the prices received for tankage products 
(«bout November 1) were lower than export values by approximately: 


Ontario Mc uitoba Alberta 
Tankage, per ton $22 $30 $30 


Dried blood,. per ton $21 $28 $28 
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Swifts cotimated that the prohibition of exports had reduced the selling 
price of dry rendered tankage by 34 cents per unit of protein and that of wet 
rendered tankage by $2 per unit of ammonia, Burs and Co. estimated that in- 
ability to export had reduced the values of cracklings by 25 per cent while 
Wilsils placed the reduction in price of cracklings at 50 per cent. 


According to Swifts the order prohibiting export of hides had reduced sell- 
ing prices from nothing to 1Z cents a pound depending on the kind of cattle the 
hides were from, and prices of calf skins from 2 to 3g cents a pound depending 
on weight. 


In this connection itis of interest to rote that some of the smaller firms, 
which export few if any by-products and which dispose of much of their by- 
product material to the larger firms, noted little change in price. For example 
Wrytes stated that the prohibition on exports had had no effect on the prices 
receivea for by-products while Sel::ciders'.culy comment was that. lower prices had 
been received for kidneys, 


(b) On prices paid for livestock, 


The ~eneral view of packers was that lower prices for by-products resulting 
from inability to export had meant higher meat prices but not lower livestock 
prices. In view of the intense nature of the demand for meat at the time to- 
gether with the fact that cattle values were directly related to export prices 
this view would seem to be substantially correct at least so fer as beef is con- 
cerned. Furthermore it is probable that the full incidence of lower by~product 
prices wes exerted before the imposition of the price ceiling prevented further 
raising of meat prices. There is, however, some possibility that inability to 
secure higher prices for hog by-products was reflected in slightly lower hog 
prices as well as considerably higher pork prices. Tne rct tiat such a large 
proportion of the pork products had to be sold for export at a fixed price leads 
oné to this conclusion, Hcwcever we have no definite packer opinion on this point,. 
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EFFECTS OF THE CONTROLS 
C. MARKETS. 


1 Effects on Character and Organization of the Market where Products are Sold. 


If controls have contributed to the large expansion in hog production they 
have also been responsible for the fact that an increasingly large percentage 
of hog products has been sold in the export market. While Canadian hog market- 
ings increased from 3,706,169 in 1939 to 6,216,207 in 1941, bacon exports to 
Great Britain advanced from 186,473,000 pounds to 464,614,000 pounds, As late 
as May and June 1940 roughly half the hogs marketed in Canada went into domestic 
consumption, Since September of that year the percentage consumed in Canada 
has fallen to around a third of the total. According to the Bacon Board the 
domestic restriction programme and the shutting off of hog and pork exports to 
non-Empire countries, both of which were undertaken during the late spring and 
summer of 1941, resulted in the product of some 15,000 extra hogs being exported 
to Britain before the end of the second Bacon Agreement period. Most of this 
increase was due to the cutting down of domestic consumption. 


The necessity of exporting stipulated amounts of bacon irrespective of the 
total quantity produced has definitely affected the character of the domestic market. 
During the spring and early summer of 1940 inability to expand exports caused unex= 
pectedly large supplies to be loaded upon the domestic market. The result was that 
domestic pork prices fell considerably below the fixed export levels while hog 
prices tended to occupy an intermediate position. As the price paid for hogs 
tended to be above the price received for domestic pork, the scale of operations 
of domestic packers and others whose business was largely domestic tended to decline, 
The situation would have been still more serious, however, had it not been for the 
expanding purchasing power of Canadian consumers and the government restriction 
on UeS.e pork imports. Since the spring of 1941, on the other hand, the domestic 
market, instead of being unduly depressed, has been extremely buoyant. The diffi- 
culty of finding enough product to fill the export contract plus increased pure 
chasing power in Canada had caused domestic pork prices to rise above the fixed 
export price even before the 1941 restrictions on domestic consumption were intro- 
duced. Following those restrictions the domestic price advantage became much more 
pronounced until the advent of the general price ceiling policy called a halt. A 
somewhat higher price for exports in the third Bacon Agreement has, however, at 
iéast partly offset this advantage. This advantage meant a very considerable 
widening of the margin between the price paid for hogs and that received for pork 
sold for domestic use. The domestic packers, in particular, tended to have a good 
innings until the Bacon Board orders restricted the volume of domestic business. 


In the case of purely domestic packers und some others as well these orders 
reduced not only the volume of domestic pork business but the size of domestic 
sales areas as well. Ina few cases packers were merely prevented from increas= 
ing the number of domestic customers or sales areas. In a few others only slight 
reductions in sales areas have resulted. In several instances, however, quite 
drastic curtailment of selling areas has taken place. First Co-operative Packers 
€ege was forced to close four territories and lay off four salesmen. John Duff 
and Sons reported the closing of several sales territories, chiefly the more remote 
high expense ones. Proctor's, a purely domestic firm located at Brantford reported 
similar action. Cridlands, another domestic firm, stated that, whereas it used to 
sell as far away as the Northern Ontario towns and Ottawa, its selling is now con= 
fined to Toronto and an area around and within a radius of twenty miles of the city 
Since customers in all territories have continued to be served by some firm, it 
follows that the reduction in sales area and in number of customers in the case 
of some firms has meant an expansion on the part of others, The latter are normally 
the larger firms which handle a wide variety of products in large volume. 


2eEffects on Competition within the Industry, 


Before the war each exporting firm, when attempting to expand sales in the 
British market, had to compete not only against other Canadian firms but against 
the various other countries catering to that market. Under government~controlled 
buying this has all been changed. The total amount of Canadian purchases is 
determined by the terms of the annual Bacon Agreements arranged by the British 
Food Ministry and the Canadian government. The agreements have called.a halt to 
direct packer competition on the British market. Furthermore the share of total 
Canagian exports going to each packer is determined by the size of the export 
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quota set by the Bacon Board. The Board began by setting quotas which corres- 
ponded with the percentage of the total pre-war export business, As time went 

on quotas have been adjusted in line with previous performance and the ability 

of individual firms to meet the Boards requirements in respect of quality and 
workmanship, For a limited part of the first Agreement period there was no 
restriction on the amount any packer sould ship. During this period competition 
for a share of the BeB. allotment was keen since packers realized that performance 
during such periods would form the basis of any future quota adjustments by the 
Board. The competition for export business, therefore, has taken the form of 
competition for a larger quota. That such competition has existed is quite clear 
from the statements of a number of the leading packers. It naturally tended to 

be more or less pronounced according as the export price was higher or lower than 
the domestic. Canada Packers, the largest firm, stated definitely that its policy 
was and is to secure a larger share of the export bacon quota. Burns and Company, 
Whytes, John Duff and Sons, First Co-operative Packers and Intercontinental all 
made statements to the same effect. All added that they had sought to build up a 
reputation for high quality, good workmanship, and regularity of shipment. 
Wellington Packers claimed that it had achieved a record for quality and workman- 
ship but stated that it had not sought to expand export business since that business 
made up such a very large part of its pre-war total. 


Insofar as control measures have caused expanded hog production they have 
affected inter-firm competition. Generally speaking, both before and since the 
- war, competition between packers has probably been keener in the buying of livestock 
than in the selling of livestock products. This is particularly so in the buying 
of hogs. The kind of competition a packer will offer when buying hogs will 
obviously depend upon his processing capacity. Packers with small amounts of 
unused capacity naturally have not the same incentive to increase purchases as 
those with large amounts of unused capacity. That is, once their limited capacity 
has been provided for, they cease to be effective competitors. This point is sig- 
nificant for the reason that, when the war started, some firms had a far larger 
percentage of unused capacity than others. Generally speaking, those with the 
largest percentage were the really large firms. Since most of the smaller firms 
were able to handle only a limited amount of extra business, the major part of the 
expanded hog numbers simply had to go to the large firms who had the capacity, 
In other words most of the packers were able to compete for only a small part 
of the additional hogs produced. Their total requirements made up a far smaller 
percentage of total hog purchases during the war than before. Once those require= 
ments were filled buying competition was confined to larger packers with pro=- 
cessing capacity still available. The net effect of hog expansion has been an 
increased supply of raw material in relation to processing capacity and therefore 
a lessened nced for intensified buying competition, 


The restrictions on domestic pork consumption have affected competition 
in several ways. To. begin with they have completely stopped domestic packers 
from competing for a larger volume of business. Moreover, young export firms 
such as Intercontinental Pork Packers which had not yet developed a domestic 
business are effectively prevented from doing soe Not only have domestic packers 
been prevented from competing for a larger volume of business but, because their 
total volume is reduced, they have been forced to withdraw from selling areas 
in which they formerly competed. In the same way reduction of domestic volume 
has narrowed the competitive selling areas of several smaller firms which engage 
in both export and domestic business. On the other hand, since the regulations 
restrict only the quantity thet may be sold, they provide domestic packers with 
a special opportunity to use the quality appeal when selling, Export packers 
have found it necessary to export most of their better quality hog products where-= 
as domestic packers have been free to sell all of theirs in the domestic market. 
When it-comes to buying hogs, however, the regulations have reduced the competition 
offered by the domestic packers. They can only compete for the limited number of 
hogs they are allowed to handle. : 


Probably the most important effects on buying and selling competition have 
oecurred in connection with hogs and hog products and because export prices were 
fixod while domestic prices (until the price-ceiling programme became effective) 
were allowed to varye Prior to the regulations both sets of prices were not only 
variable but tended, in practice, to correspond. Under regulation divergence 
rather than correspondence has been the rule. At some times export prices have 
been considerably higher than domestic and at other times domestic prices have 
been noticeably above export. Since the percentage division between export and 
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domestic business is by no means the same for all packers, and since some 
packers are concerned with domestic business only, it is obvious that the 
margin of profit on the hog business will vary widely from packer to packer. 
Variations will result because buying prices must tend to correspond while 
selling prices and receipts will depend on the market or markets being catered 
to and the amount of sales in cache Variations in degrees of profitableness, 
in turn, will be a big factor in determining the nature of packer demand. When 
export prices are higher than domestic, packers with a larger percentage of 
export business will be able to offer the highest price for hogs. Since their 
export allotments are set, any extra hog purchases will go to swell their share 
of thc total domestic pork business. On the other hand, when domestic prices 
are higher packers whose business is mainly domestic will be able to offer price 
competition and will compete keenly so long as the restrictions on domestic con= 
‘sumption leave room for additional purchases. These restrictions place a definite 
limit on their power to exert the full competitive strength which the higher 
domestic price gives them. 


To indicate that the type of reasoning just described applies in practice 
it may be stated that the compoting power of domestic packers, and others whose 
business was mainly domestic, was reduced during most of 1940 because of relatively 
low domestic pork prices, During the spring and early summer of 1941 domestic 
prices were high in relation to export and no serious curb had yet been placed on 
the amount of domestic business that could be done, As a result packers specialize 
ing in the domestic business were able to compete for a larger percentage of the 
hog processing business. The above is substantiated by the Bacon Board figures 
which show that, of the total inspected hog slaughterings, the percentage handled 
by domestic plants was very considerably greater in the second than in the first 
of the two periods mentioned. 


3.General Effect on Hog Prices of Restrictions on Domestic Pork Consumption. 


Ever since, and indeed for some time before, the idea of restricting domestic 
pork consumption was first mooted the domestic pork business has been more profit- 
able to packers than.the export bacon business. In other words the margin between 
the price paid for hogs and that received for pork products has been wider on the 
product sold to the domestic trade than on that exported via the Bacon Board. 
Since most packers, including all the larger ones, have been catering to both 
markets, their total margin has depended on the proportions in which their total 
product was divided between the two outlets. Generally speaking the larger the 
percentage going to the domestic trade the larger the total margin over hog costs 
and vice versa. 

This situation, wherein hogs must be bought at a single price while the 
products produced from them are sold at two quite different prices, has, or may 
have, two important effects on the price paid for hogs. The first is that the 
packers with the largest percentage of product going to the domestic market can 
afford to make the highest bids for hogs. The second is that, if anything 
happens to reduce the percentage of the total product going to the domestic trade, 
there is a possibility that total margin and therefore the ability to bid for 
hogs will be reduced. Now, as already stated, during May, June and July 1941 steps 
were taken by the Bacon Board to reduce the amount of pork consumed in Canada. 

One would ordinarily expect that the large scale drop in domestic business which 
resulted from these orders would have cut total profit margins considerably and 
thereby tended to bring about lower bids for hogs. Whether or to what extent this 
actually happened is, however, difficult to say. The reason is that no one knows 
what the total profits on domestic business would have been had the volume of 
thet business not been cut. We do know, however, that the period concerned has 
been characterized by extremely intensive consumer demand as reflected in a 
willingness to buy meat despite marked price increases, This has meant that loss 
of profits due to drop in volume of domestic sales has tended to be offset by 

the extra income resulting from the higher unit selling price of the domestic 
volune that remained. Several packers stated in late Septenber and October that 
domestic pork prices had advanced on the average 3 to 5 cents a pound from the 
time that restriction of consumption had gone into effect. What the domestic 
pork price would have been in those months in the absence of any consumption 
restrictions can only be guessed at. That it would have been showing an upward 
trend seems probable in view of the general nature of domestic demand, 
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In the light of the above factors it would appear that the amount of 
profit made by packers on their domestic business has been as great and 
nossibly somewhat greater than would have been made had domestic sales not 
been restricted. If such is the case it follows that the orders restricting 
domestic pork consumption have not had any depressing effect on the price of 
hogse All things considered it is doubtful whether these orders have influ- 
enced hog prices significantly in either direction. 


AeCeneral Effects of Distributing Business on a Quota Basis. 


When the Bacon Board started operations one of its first tasks was to 
divide the total export bacon business between the various export packers, 
This was necessary for several reasons. Perhaps the most important reason 
was that it was necessary to make sure that the amount of product specially 
prepared for export corresponded with the amount needed i.e. the amount stip- 
ulated in the Bacon contract. If each and every packer had to proceed without 
a quota there would be no way of knowing whether the amount of baccn cured for 
export was more or less than sufficient until after the special processing 
required had actually taken place. A quota system was needed to permit packers 
to plan operations and thereby avoid the risks of following a hit or miss pro- 
ceduree In the second place a quota system was needed in order to insure most 
efficient use of the special and somewhat limited curing and storage facilities 
required in undertaking export business. In other words it was necessary to 
divide the export business on the basis of the ability to handle it and handle 
it properly. This was especially necessary in view of the high standards desired 
in respect of quality, workmanship, and promptness of performance. The negative 
counterpart of this wes that it was necessary to prevent firms which were not 
properly equipped for the job from embarking upon the esport business, Thirdly, 
a quota plan was needed in the interests of Bacon Board administration. In 
ordering weekly shipments, for example, it was necessary for the Board to know 
well in advance the actual location and extent of supplies. In particular, in 
order that the Board could comply with requests from the Food Ministry or 
Shipping Board in regard to shipments, it had to make certain that the necessary 
supplies were actually available. Finally quotas were needed as a means of 
guaranteeing fairness in the division of the export business between the various 
firms. 


The minutes of the Bacon Board meetings indicate that the basis or bases 
on which export quotas should be determined has been a matter of considerable 
concern from time to time. That some dissatisfaction has existed on the part 
of individual firms respecting the quotas granted is also indicated. Complete 
sotisfaction in this connection was, however, probably too much to expect. The 
general policy followed in the early months of the first contract period seems 
to have been that of setting quotas on the basis of past performance, During 
this period, however, weekly shipments considerably in excess of the minimum 
shipments agreed upon were permitted. This relative freedom from restriction 
gave packers an opportunity to export more than the original quotas specified. 
As this process went on the Board revised quotas from time to time in relation 
to immediate past performance. As this period of unrestricted shipments drew 
to a close the quota-setting problem became increasingly difficult and important. 
At the Board meeting on February 5, 1940, it was agreed that Mr. Todd, the 
packers! representative on the Board, should along with the packers, reach an 
agreoment as to_the division of the contract and should set up a schedule for 
the information of the Board. It was also suggested that part of the export 
business might be given to packers not then exporting provided they had the 
necessary experience. This matter also was to be dealt with by Mr. Todd. The 
basis of allotting the export business was the subject of a general discussion 
at the Board meeting on March 1 and at that time it was requested that a study 
be made of the possible advantage of dividing the business between the East 
and the West om the basis of hog run vclume. On March 28 further consideration 
was given to this plan and it was decided to analyse hog movements further before 
coming to any decision in the matter, It was recognized that the nature of hog 
movements might have a direct bearing on the future storage program. In the 
meantime, at the March 6 meeting the Board agreed to the principle that in 
increasing the weekly put-down from 5,000,000 to 5,600,000 lbs., some relief 
might be given to packers carrying the heaviest load of storage bacon, by 
allotting to them an increased portion of the increased put-down comparable 
with their proportion of storage product. The idea was that the readjustment 
of allottments on this basis would provide a means of moving freezer product. 
In April the Board authorized the storing of a further 750,000 pounds and, in 
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accordance with the above principle, this amount was allotted on the basis of 
the percentage of the total product already in store and held by each packer 
to the account of the Board. The effect of this was that the larger firms, 
which had naturally been in the best position to undertake storage, received 
a larger percentage of the more profitable export business. As might be 
expected, the plan met with considerable criticism. At the Board meeting of 
July 4 representation was made by a number of packers with no freezer stocks 
to the effect that their allottment should be on the basis of the total 
authorized weekly shipment of 5,600,000 pounds rather than on the basis of 
the current putdowmm. The Board, however, did not see fit to accept this 
suggestion. 


Regardless of the basis used in fixing quotas, the practice itself has 
had some important gencral effects on the industry, Perhaps the most important 
effect has been that, as time has gone on, the larger firms have been allotted 
an ever-larger percentage of the total business. This development would seem 
to have been inevitable. The total amount of wnused capacity possessed by all 
the smaller firms at the end of 1939 was not sufficient to take care of more 
than a small fraction of the tremendous expansion of hog and bacon production 
that has since taken place. The balance simply had to be given to the larger 
firms if the job was to be done end irrespective of the precise basis of allotte 
ment. The various packers could have continued to receive the sane percentages 
of the total business if the total itself had remained unchanged or relatively so. 
Itwould probably be fairly correct to say that the expansion in the total busi-~ 
ness has been the real determinant in fixing allottments. 


A second effect has been that, since the middle of 1941, it was the domes= 
tic business that was divided on a quota basis. This suggests a further effect 
which is that at no time has the total business of export packers been determined 
on a quota basis. When export quotas were set they could always expand total 
business by freely competing in the domestic market. When domestic quotas were 
in effect there was always the possibility of exporting suxspluses. This con= 
trasts with the effect on purely domestic packers. Subjecting the latter to 
domestic quotas has meant the elimination of all opportunity for business 
expansion (except to the extent that quotas might be revised upward). Further 
more the setting of domestic quotas in relation to the amount of business done 
in 1940 tended to restrict the business of domestic packers more seriously 
than the domestic business of the exporting packers. The reason for this is 
as follows: Furing most of 1940 the price paid for hogs was based on the export 
price of bacon which was considerably above the domestic price. Since domestic 
packers were unable to sell pork at the higher export price level they could not 
afford to pay a price for hogs corresponding with the export bacon price, The 
result was that their hog purchases and pork business was very greatly curtailed. 
The business that they would otherwise have done went to the export packers who 
were able to pay the higher price for hogs. In a few cases domestic plants 
managed to add to their volume of pork sales by importing cheap pork from the 
United States and reselling it in Canada, However, this practice was followed 
much more extensively by exporting firms who anticipated receiving a drawback 
equal to the import duty paid. The margin of profit that could be made by 
importing pork appeared mich smaller to domestic packers to whom it was clear 
the drawback provision did not apply. The general result was that domestic 
packers had a smaller percentage and export packers a larger percentage of the 
1940 domestic business than would have occurred in the absence of the above 
circumstances. To base 1941 and later domestic quotas on the business done 
in 1940 was to perpetuate this situation. 


Considering other effects of the quota plan we may say that it has given 
each packing firm a definite goal to aim at and plan for; that it has eliminated, 
to the extent of the quota, the need for the expensive merchandising program 
formerly used to manufacture a market and therby restricted inter-firm competition 
to matters of quality, workmanship, and general operating effeciency; and that 
it limited the extent to which firms doing both domestic and export business could 
switch to the one which, for the time being, was the more profitable i.e. it has 
forced such firms to share in the less profitable as well. as the more profitable 
type of business, Moreover the method of administering the system made it quite 
possible for operators who were capable of undertaking export business but who 
had not previously done so to enter that ficid., The Intercontinental Pork 
Packers applied for an export allottment in May 1940 and, after obtaining an 
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export license from the Dominion Department of Agriculture and otherwise 
complying with export requirements, was given a quota in June. The amount 
of this quota was secured from the current allocation of the whole contract 
volune. Finally it must not be forgotten that the setting of domestic 
quotas in 1941 actually made it possible to fill the second export con= 
tract and is doing a great deal to help fill the third one. 


D, LABOUR AND EMPLOYMENT 


ie General Regulations Regarding Labour Supply, Wage Rates, Working Schedules, etc, 


In the words of the present Deputy Minister of Labour "the major problem 
of war-time becomes in the main how best to organize all workers for the maximum 
contribution to the national effort and to hold in trust the rights they have 
gained in pre-war times until peace returns, "1/To secure maximum production 
from the labour force it becomes necessary to use all available labour, to 
perfect the machinery for locating jobs and workers and getting them together, 
to maintain a proper balance between the numbers of skilled and unskilled workers, 
to prevent undue movement of skilled and key workers into the armed services, to 
effect a transfer of labor from non-essential war industries, to minimize labor 
turnover resulting from wage competition between industries, to maintain the 
health, working efficiency and general morale of workers, to discover and adopt 
the optimum length of working day and week, to prevent stoppage of work and, 
where this is impossible, to provide for rapid settlement of disputes, It is 
also necessary to adopt a wage rate policy that will provide sufficient stimulus 
to get the work done but will not result in any serious movement toward in- 
flation, Moreover everything possible must be done to develop a healthy esprit 
de corps between employees, employers and government agencies, To secure the 
desired cooperation it may be necessary to permit more worker representation in 
the formulation of government policies concerning labor, to give special 
assurances that any wartime interferences with established labor standards or 
methods of bettering them apply to the period of the emergency only, to expand 
the machinery for settling disputes, to impress both employees and employers with 
the urgent need for efficient and uninterrupted production and to develop in them 
a sense of social responsibility, Finally the general war policies must aim at 
an equal sharing among all parties of the special sacrifices incident to the war, 


The general war-time labour policy of the government was set forth in an 
Order-in-Council (P.C. 2685) passed June 20, 1940. It is perhaps significant 
that this action took place after both industry and labour had volunteered their 
co-operation to the government and also that it followed closely upon the fall 
of France and the losses at Dunkirk, After stating that in wartime no group in 
the nation can be allowed to gain from the special needs of the war and that the 
welfere of the community rather than of any individual or class must receive 
first consideration, the Order laid down ten principles or rules of action as 
follows: (1) every effort should be made to speed production by war industries; 
(2) fair and reasonable standards of wages and working conditions should be 
recognized and any temporary adjustments in remuneration due to war conditions 
should take the form of bonus payments; (3) increased output should be secured 
by adopting extra shifts rather than by extending unduly the hours of work; 

(4) already-existing safeguards for the protection of the health and safety of 
the workers should not be relaxed; (5) work should not be interrupted because of 
strikes and lockouts and any disputes not otherwise cleared up should be settled 
under the procedure of the Industrial Disputes Investigation Act; (6) employees 
should be free to organize in trade unions free from any control by employers or 
their agents; (7) employees should be free to negotiate with employers through 
representatives of their own choosing with a view to concluding a collective 
agreement; (&) every collective agreement should provide machinery.for the 
settlement of disputes and should be carefully observed by both parties; (9) 
workers should neither coerce nor intimidate any person to join their organization; 
(10) any necessary suspension of established labour conditions for the purpose 
of speeding up war production should be brought about by mutual agreement and 
should apply only during the emergency, 


The general principles having been thus established the task that remained 
was thet of securing the fullest possible application of them, Generally speaking 
the various orders or regulations may be looked upon as parts of the attempt to 
perform this task, Some of them have provided for the setting up of administrative 
machinery. Others have constituted the enactment of specific legal requirements, 


1/ Canadian War Economics, edited by J, F, Parkinson, Published by University of 
Toronto Press, 1941. Page &€, 
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At the same time that the aboveementioned general labour policy was 
announced, viz. June 1940, P.C. 2686 was passed setting up the National Labour 
Supply Council, The Council, to be composed of five representatives of Industry 
and five representatives of Labour, chosen in consultation with the most 
representative organizations of Industry and Labour, and an impartial chairmen, 
was to act as an advisory body. It was "to advise on any matters touching labour 
supply for industry which may be referred to it by the Minister of Labour," 
Following complaints that it could not advise on its own initiative, the Minister 
informed the Council on March 21, 1941, that he would welcome advice regarding 
any labour matter whenever the Council thought it should be offered, The Council 
was appointed in order to take the fullest possible advantage of the offers of 
cooperation by labour and industry and in the hope that it would assist in 
reconciling the many divergent interests of employers and employees, 


On October 25, 1940, the Interdepartmental Committee on Labour Coordination 
was established by P.C. 5922, This body was "charged with the planning and co 
ordination of the functions and activities of the various government agencies in 
relation to matters affecting labour." It was composed of the chairman of the 
National Labour Supply Council and representatives of the Departments of National 
Defence, National War Services, Munitions and Supply, Finance, and Labour and it 
was to report to the Committee on Labour Supply of the Cabinet, of which the 
Minister of Labour is chairman, The Committee is required "to refer questions 
to and consult with the National Labour Supply Cauncil in order to secure the 
considered judgment of employers and employees on measures and practices pro- 
posed with a view to obtaining their cooperation in such measures and practices as 
may be adopted." The real reason for the Committee's existence was the need for 
reconciling the divergent interests of the several government departments 
concerned with labour, The matters dealt with by the Committee have been many 
and varied, They include the several special labour problems that have arisen 
and the measures taken to deal with then, 


The remaining controls can perhaps be best understood if grouped under a 
number of sub-headings according to the specific matters which they relate to, 


Methods of Settling Disputes 


The first step in this connection was thet whereby the use of the peace- 
time procedure under the Industrial Disputes Investigation Act was extended to 
cover industries engaged in war work, In industries where this procedure applies, 
strikes or lockouts are considered illegal until a Conciliation Board has made 
an investigation and submitted a report, The Order-in-Council which extended 
this procedure (P.C. 3495 of November 7, 1939) also gave the Minister of Labour 
power to designate industries as war industries, 


In the hope that prompt treatment would settle many disputes before they 
became too serious and that the need for appointing special Conciliation Boards 
would thereby be minimized, an Industrial Disputes Inquiry Commission was set up 
by P.C. 4020, June 6, 1941, This was a three-member Commission appointed by the 
Minister of Labour to act under the Inquiries Act. Under the Order the Minister 
could refer any dispute to the Commission which was to make a prompt preliminary 
investigation and arrange a settlement if possible, Where this was not possible 
the Commission-was to supply the Minister with details of the dispute and 
indicate whether it warranted the appointment of a special Conciliation Board, 


In line with the emphasis placed upon the conciliatory method of settling 
disputes, the government's conciliation service staff has been expanded, Similar 
services of provincial labour departments have also been made available, 


Labour Supply and Labour Mobility 


On November 7, 1940 an Order was passed (P.C, 6286) requiring employers 
when advertising for labour to state that they would not accept workers who were 
elready engaged on war production, Employers contravening this requirement were 
made lieble to a fine up to $200, The provisions of this Order were extended 
to al] industries by P.C. 4642, June 25, 1941, 


In order to prevent workers receiving technical training in plant schools 
from shifting from one plant to another, the regulations of the Youth Training 
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Programme were revised so as to provide for uniform rates of pay throughout 
the country, 


As part of the unemployment insurance system a chain of public employment 
offices was developed, The object here was to facilitate and speed up the 
finding of jobs and men for jobs, 


By P.C, 2251 of March 21, 1942, all male workers engaged in agriculture 
were prevented from leaving the farms to take employment in any other industry. 
At the same time workers engaged in farming were exempted from military service 
under certain prescribed conditions, 


On March 4, 1942, an Order was passed (P.C. 638) which paved the way for 
the transference of workers from less essential to more essential war work by 
prescribing requirements for the reestablishment in their former employment, if 
they so desire, of workers transferred during the war, Later in the month another 
Order contained a list of occupations which the government considered unessential 
end which male workers between the ages of 16 and 45 ordinarily could not enter 
in future, 


An Order (P.C,. 2254) of March 21, 1942, provided for the appointment of a 
Director and Associate Director of National Selective Eervice, Their duties 
were "to coordinate the policies and activities of the departments and agencies 
of the government which effest or relate to the demand for and supply of labour 
needed to prosecute the war in all its phases, to make any recommendations in 
connection therewith, and generally to perform such other duties as might be 
required", 


On March 2, 1942, an Order (P.C. 1445) made provision for the establish- 
ment and maintenance of an inventory of employable persons, Such an inventory 
was considered an essential prerequisite to the effective use of Canada's labour 
supply during the war, 


Wage Rates 


No systematic attempt to deal. with wage rates was made until December 20, 
1940, when P.C. 7440 was passed, This Order introduced a method of wage ’ 
determination to be applied during the remainder of the war period, The basic 
principle laid down was that the highest wage rates of the period 1926-40 should 
be accepted as fair and reasonable for the duration of the war and that if any 
additional remuncration was given it should take the form of a cost-of-living 
bonus of a flat amount, The Order provided, not that wage rates should be 
"eeared to living costs," but rather that any impairment of the basic living 
standard and of productive efficiency should be prevented by a flat cost-of-living 
bonus, uniform for all workers, No bonus was to be paid unless the cost of living 
had risen by at least five per cent since the start of the war or since the last 
date after August 1939 at which a wage increase had been granted, No later 
bonus was to be paid uhtil and unless the cost of living rose by a further 5 
per cent, etc. It was hoped that such procedure in regard ‘to wages would do 
much to curb an inflationary price rise, The above order was amended on June 
27, 1941. It was provided that "for each rise of 1 per cent in the cost of 
living the amount.of the bonus shall be 25 cents per week, except for male 
workers under 21 years of age and female workers who, if employed at basic rates 
of less than 50 cents an hour on jobs not ordinarily assigned to adult male 
workers, shall receive a bonus of 1 per cent of their basic wage rates", 


When, however, it was decided to take more drastic action to prevent 
inflation in the fall of 1941 it became necessary to establish a wage ceiling 
as pert of the general price ceiling policy, An order (P.C. 5253) passed 
October 24, 1941, provided for the setting up of a National Var Labour Board to 
administer the wage ceiling regulations and ordered that no employer could 
increase the basic scale of wage rates paid by him at November 25, 1941, without 
the written permission of that Board, Employers were also required to pay a 
cost-of-living bonus to all employees except those above the rank of foreman or 
comparable renks, P.C. 9298 of November 27, 1941, set up rules for deciding 
when employees were to be considered above the rank of foreman, whether they were 
entitled to bonuses or not, the extent of any such bonuses, conditions of payment, 
ete, On December 5, 1941 another order (P.C. 9514) was passed amending P.C. 6253 
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so as to make its provisions apply to smaller employers, to clarify its relation- 
ship to Provincial minimum wage lews, to prohibit employers from reducing wages 
without permission, and to arrange for a Regional War Labour Board for each 
province, Order 1774, passed March 9, 1942, empowered the Minister of Labour to 
authorize anyone to act as his representative or as an inspector in connection 
with administering the Wartime Wages and Cost-of-living bonus Order (i.e. P.C. 
S253). Any person so delegated was given authority to enter any place of employ~ 
ment and secure any information needed to determine whether the provisions of the 
Order were being lived up to, 


One further provision regarding wage rates should be noted, An order of 
May 30, 1941 (P.C. 3584) raised the minimum wage rates from the levels established 
in 1934. The rate for male workers was raised from 30 to 35 cents an hour and 
that for females from 20 to 25 cents, The changes were made because of the fact 
that wage rates in general had risen, because the cost of living had gone up, 
anc. because a number of serious disputes had arisen over wage rates at or near 
the former minima, 


So far as overtime rates and working hours are concerned no specific 
provision applicable to the packing industry appears to have been made, Extra 
shifts rather than a longer working day have been encouraged, Labour Department 
officials have stated that definite limits should be placed on the number of 
hours worked per day and per week and that the maximum for the week should be 
lower in the case of women workers, They have also suggested that in war 
industries overtime should be paid for hours in excess of a specified work week 
but should not be paid for Sunday work if one day of rest in seven is given, 


5 Labour Organization and Representation 


In order to prevent an employer from dismissing employees for joining a 
union which is trying to organize a plant, the Criminal Code was amended in 1939, 
The amendment declares it an offence subject to penalty for any employer to 
refuse to employ, or to dismiss from employment, any worker simply because he is 
a member of a lawful trade union, or to prevent the worker from belonging to a 
union by intimidation, The provision is hard to enforce, however, owing to the 
difficulty of proving that dismissel was due solely to the fact of membership 
in aunion, This difficulty largely nullifies the value of the provision so far 
as labour is concerned, In spite of the difficulties, however, the policy of 
the Labour Department, when dealing with specific cases, has been to secure 
wherever possible the reinstatement of employees discharged for union activities, 


While the Dominion Government's field of jurisdiction is limited even in 
wartime, it has attempted to secure access to war plants for accredited represen- 
tatives of organized labour, Such representatives are given passes to admit them 
to plants under federal juriediction, Moreover, since a large proportion of 
the disputes that have arisen involve union recognition, Conciliation Boards 
have recommended recognition by employers wherever feasible, Before making any 
such recommendation care is taken to make certain that a union represents a 
majority of the employees, Where necessary a special election for this purpose 
is held, ' 


In order to restore labour's freedom to take part in peaceful picketing 
in a protected area (this freedom was unintentionally interfered with by certain 
provisions of the Defence of Canada Regulations which dealt with "trespassing 
and loitering") a special Order-in-Council (P.C. 8929, February 7, 1941) was 
passed, The Order stated that "no person shall be guilty of an offence provided 
he is only taking part in, or peacefully persuading any other person to take 
part in, a strike and that is not otherwise unlawfully on or near or loitering 
in the vicinity of such premises", 


It may also be noted that neither party to a dispute is compelled to 
accept the recommendations of a Conciliation Board and that the right to strike 
or lock-out has not been removed, 


6, Training of Workers 


In order to ensure a sufficient supply of key and more skilled workers 
during the war, an emergency training programme was set up early in 1940, Generally 
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speaking the plan has aimed to give special technical training to young people 
who have left school but have not yet entered any employment, The training is 
given in vocational schools across the country. To the extent that the supply 
of younger applicants has tended to fall off older men and men returned from 
this and the last war have been added to the list of trainees, Married men are 
given a weekly allowance of $12, 


As the war period has progressed problems of personnel management in war 
industries have become increasingly important, Believing that clear-cut personnel 
policies administered by effective personnel departments would lead to more 
efficient production by removing misunderstandings and bringing about fuller co- 
operation between employers and employees, the government passed an Order-in 
Council (P,C,. 1640) on March 10, 1942, This Order authorized the Minister of 
Labour to provide for the extension and improvement of training in personnel 
Management and to appoint a Director of Personnel Training to take charge of 
this development, 


Effect of Controls on Volume and Character of Employment, 


ee OE Se eT 


The effect of controls on employment parallels roughly their effect on 
volume of business, Just as it is difficult in practice to say how much of the 
increased volume of business is due to the controls it is likewise difficult to 
estimate the extent to which control measures have contributed to employment, 
Nearly all firms reported the taking on of additional help to handle the extra 
business resulting from the Bacon Agreements, Whytes claimed that they had added 
10 per cent to the number of employees because of the hog expansion. In the case 
of Schneiders the net addition to the labor force was & per cent, By working 
three hours more per week, on the average, existing employees were able to handle 
a considerable part of the extra business, Wilsils stated that some increase in 
the number of employees had taken place due to the general expansion of business 
but gave no specific figures, First Co-operative Packers at Barrie took on 18 
per cent more employees to handle the extra business, Intercontinental had found 
it necessary to add 30, Wellington Packers increased employees by 15 per cent, 
Duffs stated that extra business had necessitated extra employees but the actual 
number was not stated, In the case of Burns and Company the regular staff had 
been on a short hour basis and was able to handle a large share of the increased 
business, In spite of this the number of employees was increased by 200 or 15 
per cent due to increased hog handling only, Extra business meant taking on 
several hundred extra employees in Swift's plants, The Toronto Unit of Canada 
Packers increased the total number of employees 25 per cent between October 1936 
and October 1941, In this one unit the extra hog business alone required 30 
additional employees, 


Generally speaking there appears to be no definite relationship between 
the size of firm and thc percentage increase in employment, In the same way the 
general tendency has been to engage only unskilled labour not only because no 
other kind was available but because it is the usual practice to hire unskilled 
workers and have them develop their skill in the plants, It has been clearly 
the practice to hire males only wherever possible, In a few cases, however, a 
limited percentage of the extra employees were females, They constituted one 
out of six in the case of First Co-operative Packers and 15 per cent in the case 
of Swifts, Canada Packers and Duffs reported taking on an increasing number of 
females as male help became more scarce, 


£11 packers consulted stated that the making out of the various reports as 
required by some of the regulations had involved a lot of extra work on the part 
of executives, Vhile this has meant considerable extra or overtime work, it has 
ordinarily not involved the hiring of additional staff, 


In the case of all but the largest firms the regulation restricting domestic 
pork consumption has meant a reduction in the domestic sales force where such was 
employed, The total number laid off because of the contraction in sales area has, 
however, been small, It is significant that no reduction of sales areas and 
staffs has been necessary in the case of Burns and Company, Swift Canadian, and 
Canada Packers, In the case of these large firms which sell a wide variety of 
meats and several other products as well, a partial loss of the pork sales is 
less significant from the selling standpoint, 
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Loss of business, due to the curtailment of domestic pork business, 
has apparently caused quite serious reductions in employment in the purely 
domestic plants, Some idea of the extent of this is afforded by the 
experience of Cridlands, a firm which has operated in Toronto for the past 
23 years, Between August 23 and September 15, 1941, the number of employees 
was reduced from 85 to 47, Dismissals included skilled and unskilled workers, 
office staff, salesmen, in fact all types of employees, Cridlands had a 
perticularly bad year in 1940, which fact resulted in a correspondingly small 
domestic allotment in 1941, 
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IV. EFFECTS OF THE CONTROLS 
E, CAPITAL, PROFITS, etc, 


1. Effect on Capital Investment, 


Most firms consulted report having made considerable capital investment 
since the war began, For the most part, however, the extra investment has 
taken the form of additional equipment for existing plants rather than cither 
the construction of new plants or the making of additions to old ones, There 
are, however, some exceptions to this general rule, In practice it is sometimes 
difficult to distinguish between investments made on account of the increased 
business since the start of the war and those made or planned for prior to 
september 1939, The significant fact scems to be that most, if not all, firms 
have found it necessary to make some capital expenditures in order to handle 
the increasing volume of business, Some specific illustrations will indicate 
the oxtent and the nature of these expenditures, 


In the case of Wilsils it is fairly evident that processing efficiency 
has not received a great deal of attention over the years, Much of the equip- 
ment is not of the newest and the building structure itself is quite old, 
Little use is made of mechanical methods of packing, While the firm would very 
much like to be more up-to-date in respect of plant, equipment, and operating 
methods, the general view of the management is not in favour of any claborate 
capital expenditures at the present time, The attitude might be described as 
one of conservative wariness, At the same time it is to be noted that this 
firm was not one which was bothered with over-expansion or surplus capacity 
before the war began. In spite of its cautious capitalization policy the extra 
business since 1939 has caused the firm to put in new coolers, ice machines, 
electric transformers and edditional storage space, 


Swift Canadian Company states definitely that the tremendous increase in 
hog runs has made new investment necessary, New construction since September 
1939 includes new coolers, curing vats, engine rooms, hog hair processing equip- 
ment, lard tanks, etc. The total investment approximates several huncred thousand 
dollars, The company claims that under normal conditions in Canada, it would 
have needed only about one quarter to one third as much building and equipment 
as has proved necessary on account of the greatly increased hog marketings, 


Since war began construction in the case of Whytes has been confined to 
new stock pens and a smoke house, Limitatkon of investment has been due to 
lack of capital and not to the fact that no need for further experiditure existed, 
The management stated that, whereas the firm's capital is limited to $150,000, 
it really requires $500,000. 


In the case of Burns and Company new investment necessitated by the 
increased volume of bacon business has taken place to the extent of $120,000, 
This investment has taken the form of extra refrigeration and a curing tank, 

The firm adds that new construction since September 1939 has included hog houses 
at Edmonton and Prince Albert and dressing room accommodation at Winnipeg. 


During the summer and autumn of 1941 Schneiders built a new addition to 
their plant at a cost of about $100,000, The Schneider brothers say that their 
plant has been crowded for years and that the recent increase in business made 
the new addition absolutely necessary. The new building is approximately 60 x 
120 feet and is four stories high, On the ground floor will be a men's cafeteria, 
cloak room and produce room, The second floor will be used as additional office 
space, The third floor will have a cafeteria and an assembly room and some space 
for displaying products to visiting dealers, The top floor will be devoted to 
the meat canning department, In addition to this building the firm has under- 
taken other construction including that of cooling rooms since the start of the war 


First Cooperative Packers has built an export maturing and packing room, 
extra space for pickling, filtering, a new domestic shipping room, and a new 
beef room which has relieved the congestion on the hog coolers, This construction 
has increased the capacity for exporting by about 35 per cent at a cost of $15,000, 
All of these additions could be used in the event of extra domestic business, 
A new egg room and a new poultry room have also been added, The manager stated 
his belief that capital investment in the company will be jeopardized if the 
practice of restricting domestic pork business is long continued, Incidentally 
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the investment in the beef, egg, and poultry rooms was undertaken mainly because 
of the domestic pork restrictions, 


New capital investment to the extent of $60,000 has been undertaken by 
Intercontinental Pork Packers since the war began, Shortly after war broke 
out the present owner bought an old plant and immediately began extensive 
remodelling, Because of the need for undertaking these building operations 
the renovated plant under new ownership and management was unable to start 
operating until June 1940. ‘The new investment which took the form of a new 
killing floor, coolers, rendering depertment, boiler house and other general 
equipment, resulted in a considerable increase in hog processing capacity. 


' While undertaken about the time the first Bacon Agreement was made, the present 


Re 


owner states that the investment was not directly due to the Agreement, How- 
ever the firm's business has been almost exclusively an export bacon business. 


In the case of Wellington Packers some 933,000 has been invested over the 
last five or six years, While this special new investment program was properly 
launched before the start of the war, it has continued during the war period 
as hog marketings have increased, The forms of investment include two curing 
vats, some alterations to the killing plant, and some equipment for handling 
by-products that did not exist before, 


John Duff and Sons state that increased hog supplies have made it necessary 
to instal] "increased hog chilling and hanging rooms, cellars and curing rooms, 
curing tanks and holding rooms", The firm claims that all these additions are 
related to Wiltshire processing but are not the result of the Bacon Agreements, 
They were all previously planned being required by the current developments 
of the business, In late 1941 the construction of a beef, veal and lamb tuil- 
ding was planned for as.a means of replacing the loss in volume of business due 
to domestic pork curtailment, 


Since September 1939 Canada Packers has undertaken very considerable new 
construction in connection with two of their plants, At the Hull plant they 
have built hog and beef coolers in addition to a new abattoir pbuilding, In 
their relatively new Edmonton plant curing cellars have been added, 


From the foregoing it would appear that war-period investment has been 
undertaken for three reasons, Part of it represents the normal replacement 
duc to wear and tear and obsolescence, Another part represents some expansion 
of facilities to handle the fairly sizable increases in hog marketings that 
were under way in the immediate pre-war period, A very large part of the 
investment, however, represents an attempt to get into a position to share as 
completely as possible the processing of the tremendously expanded hog papula- 
tion of the war years, In the case of certain firms, also, as has been indi- 
cated, part of the investment has resulted from the restrictions on domestic 
pork consumption, 


Effects Plant Construction, Installation of Now Equipment, etc, 


The statements of the various packers in regard to the effects of these 
particular regulations show remarkable similarity, In general they are to the 
effect that the regulations have not actually prevented construction or instal- 
lation of equipment although they have ordinarily caused some delays, It is to 
be noted, however, that a large part of the new construction was cither com- 
pleted or arranged for before the spring of 194]. when the special regulations 
in regard to construction were introduced, Nevertheless, of a dozen or more 
firms consulted, all but three reported that it had been necessary to obtain 
permits from the construction controller and Foreign Exchange Control Board 
before undertaking construction and installation, This indicates that consider- 
able new building and equipment activity has taken place since the special controls 
became effective, 


Only one firm (John Duff and Sons) indicated having had any particular diffi- 
culty in obtaining the necessary permission and matcrials to undertake construc- 
tion, This firm stated that all requests made to the Munitions and Supply Depart- 
ment were refused and all priority requests rejected with the comment that 'you 
are not a war industry.! When consulted the firm had yet to learn how its appli- 
cation for a permit to build a new beef and lamb building would fare, It had not 
had any oceasion to seek permission of the Foreign Exchange Control Board in 
connection with the purchase of new equipment but expected to do so in connection 
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with the purchase of new equipment but expected to do so in connection with the 
proposed new building, 


Al] firms, with a single exception, stated that they would not have 
varied the type or degree of construction or installation had Foreign 
Exchange regulations been non-existent, First Co-operative Packers said that 
these regulations prevented installation of sausage machinery and tankage 
presses, The firm would have installed {3500 worth of equipment in the 
absence of Foreign Exchange Control, 


Several firms mentioned that the various construction controls had caused 
considerable delay, The general experience is well summarized in the statement 
of Canada Packers which says that 'these regulations have made it more difficult 
in that there are long delays in obtaining equipment and sometimes we are not 
able to secure the most approved type of equipment', It is obvious that such a 
statement will apply in increasing degree as the war period lengthens, 


Effects of the Excess Profits Tax 


One effect of this tax has been that the burden resulting from it has been 

felt much more severely by some firms than others, The reason for this is that 
there was wide variation in the nature of financial results during the four 
pre-war years which were used as a base for calculating the tax, Over the 
4-year period some firms made a real good profit whercas others actually 
incurred losses, Those whose excess profits tax was made reasonably low be-= 
cause the level of profits secured during the base period was relatively high 
included Whytes, Wilsils, Canada Packers and Swifts, In contrast Wellington 
Packers stated that the tax had been made a bit high because of a low level 
of profits in the base years, Schneiders claimed that the tax had been extreme- 
ly severe inasmuch as they had incurred losses for a number of years before the 
war, While they had not paid any E,P. tax up to the time of reporting (November 
1941), John Duff and Sons were very dissatisfied with the four pre-war years as 
a base, During those years their profits had been below reasonable earnings on 
capital, 


It thus appears that firms which had lower profits before the war have 
had less chance to increase them while firms with higher pre-war profits have 
had more chance to increase them, To the extent that the tax has affected net 
profits, therefore, it has caused the pre-war gap between the high profits of 
some firms and the low profits of others to become even wider, 


Since the packing industry is one where profit depends largely on volume 
of business, it is not surprising that the largest firms which were able to 
handle the larger part of the extra wartime wolume have paid relatively higher 
excess profits taxes, It is significant, howover, thet several firms reported 
that no excess profits taxes had been paid, Despite an increase in volume of 
business, Burns and Company showed a loss in 1940 and had no reserve set up for 
1941, Taxes were paid on 1941 excess profits, however, In the case of Inter- 
continental heavy organization expenses have so far vrevented operation from 
being very profitable and therefore subject to the tax, Firms like Cridlands, 
which have lost rather than gained volume during the wer, have not made their 
usual not to mention any excess profits, Despite the fact that their volume 
of business had increased considerably neither First Co-operative Packers nor 
John Duff and Sons had paid any excess profits tax up to November 1941. 


All firms consulted maintained that the prospect of having to pay this 
tax had neither encouraged nor discouraged investment in plant or equipment, 
There was general insistence that all projects undertaken were either planned 
before the tax was announced or were made necessary by the current developments 
of the business, The fact that considerable investment took place despite 
the existence of the tax would seem to indicate that the rate of excess 
profits tax, though high, was not considered too high to prevent the secur- 
ing of a reasonable return on capital, It was apparently hoped that extra 
volume of business would more than offset the burden of the tax, 
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On the other hand it was generally admitted that the necessity of having 
to pay the tax had ected as a special spur to obtain increased opcrating 
efficiency, In other words it has resulted in special attempts to sccure 
the largest possible amount of total profit so as to ensure that the not 
profit remaining after E.P, taxes were paid would be sufficient, 


So far as we can learn only the two largest firms in the industry, 
Canada Packers and Swifts, have seen fit to take advantage of the opportunity 
to sect aside a Wartime Inventory Reserve and thereby reduce the amount of the 
excess profits on which taxes were levied, There would scem to be three 
possible reasons why the other firms have not adopted the practice, For one 
thing most of the othcr firms are not only much smaller but had rclatively 
less unused capacity before the war than the to large firms, Since their 
ability to participate in the expanded volume of wartime has been more limited, 
the danger of suffering post-war contraction is correspondingly reduced, In 
other words such firms may not feel any great need for setting aside any 
special reserve against an unfavorable post-war situation, In the second 
place it is only the very large firms which maintain really sizeable inventory 
stocks and are therefore subject to large scale inventory gains or losses as 
prices change, The extremely diversified nature of the lerge firms' business 
makes it necessary for them to keep on hand very considerable quantities of 
a great variety of products, The list includes such things as hides and 
skins, wool, butter and cheese, potatoes, eggs and poultry, vegetable oils, 
soap, feed concentrates, fertilizer ingredients, canned goods, various supplies 
needed in processing some of these products, and in addition the various meats, 
This long list includes many articles which can be and often are held for 
fairly long periods.and in considerable quantity, It is also to be noted tha 
the prices of several of these articles rose quite rapidly in the carly part 
of the war, On the other hand the prices of meats, which made up most of the 
inventory of the smaller packers, rose relatively little until 1941, 


In the third place it seems probable that some firms have not set up any 
wertime inventory reservd for the very good reason that they could not afford 
to do so, Such a reserve not only reduces the emount of excess profits which 
may be taxed but the emount of net profit available for distribution as a 
dividend to shareholders, It follows that no reserve will be cstablished in 
cases where it is likely to interfere with the peying of a satisfactory 
dividend, 


The conditions necessary for the establishment of a wartime inventory 
reserve are well illustrated in the case of Canada Packers, Here the combin- 
ation of large supplics on hand in the last prewar year and fairly pronounced 
price advances during the war has resulted in quite large inventory reserves 
being established, These reserves, in turn, heave meant corresponding reduc- 
tions in the amount of excess profits subject to tax, At the same time a very 
large increase in volume of business together with advancing selling prices 
has made it possible to establish the reserve, pay the excess profits taxes 
and still leave a net profit considerably larger then that obtained before the 
wer, While net profit was higher in 1940, 41 and 42 than in previous years, 
it is worth noting that it was somewhat greater in 1940 than in either of the 
last two years, In other words it was highest in the year when the excess 
profits tex rate was lowest, On the other hand a lower net profit in 1941 
than in 1942 is partly the result of a much lerger wartime inventory reserve 
in the latter year, Incidentally the future possiblity of sctting aside a 
wartime inventory reserve and thereby reducing the amount of exccss profits 
tax would seem to have been automatically eliminated by the imposition of the 
price cciling program, 

Effect on Degree of General Industrial Stability. 

Thers scems to be general agreement among the packers that the Bacon 
Agreements have been a definitely stabilizing influence, The policy of having 
fixed prices for export pork products has becn considered particularly valuable, 
One firn favers it because it permits the packer to plan a program, Another 
says that it has eliminated the speculation on export business, Still another 
states thas the fixing of export prices has taken the big guess out of the 
business which necessitated a wide safety margin in the last war, Also that 
central buying and fixed prices for extended periods tend to stoady markets and 
bring about more uniform hog deliverics and that, because of this, it is much 
cesier to make uniform shipments, The general fccling is that the Bacon Agreements 
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have given stability to the market, They have given both packer and farmer 
some basis on which to determine the value of hogs and have prevented widely 
fluctuating prices from week to week bascd on somebody's gucss ag to the 
value of Wiltshire bacon six weeks later in Britain or six months later on 
freczer stocks, and influenced by war trends, trensportation doubts, etc, 
Both producers and processors have been able to fecl that there was sone 
known measure of valuc within a fairly limited range of fluctuation, 


So fer as any of the regulations have brought about large increases 


ain the number of hogs processed, they have not thereby had any serious dis- 


ev 
locating effects on the industry. Indecd the net effect of the extra volume 
has been greater industrial stability rather than the opposite. Swift Canadian 
Company c.g, claims that the extra hog business has permitted the use of labour 
from other departments and thereby stabilized working forces generally, Most 
firms, however, simply state that the extra busincss has had no bad effects, 
the main reason being that, after all, the increase in business, though pro- 
nounced, has taken place fairly gradually. Being anticipated, the packing 
firms were able to make any necessary adjustments in advance, The single 
exception to the statements just made is found in the case of Canada Packers, 
This firm states that the sudden increase in volume of business has had dis= 
locating effects at certain times particularly in the West, It has caused 
summer sow runs, variations in the seasonal kill at Winnipeg, and difficulty 
in maintaining a proper relationship between domestic end export markets, 


The regulations restricting domestic pork consumption have tended to 
disrupt conditions in three main ways, They have reduced the totel volume 
of business of purely domestic firms and thereby put them in a position where 
selling area, working force, etc, had to be reduced at the same time that unit 
overhead cost was being inepeased, In the second place these regulations 
have meant the closing of sales territorics, dismissal of salesmen, ana loss 
of customers in the case of all but the larger firms, At the same time firms 
were obliged or encouraged to develop along new lines such as the beef, veal, 
or poultry enterprises, in order to maintain customers and sales orgenizations 
or to prevent unit costs from rising, A third dislocation has resulted to the 
extent that domestic packers, being in the best position to offer high quality 
product, have managed to cause a shift in patronage from other firms, A 
number of the other firms interviewed claimed that this quality competition 
provided by the doncstic packers was very important, Canada Packers maintained 
that domestic packers have been put in a position where they could enhance their 
reputation for quality at the expense of other firms, Wellington Packers 
claimed that patronage formerly received from important customers like Loblaws, 
who particularly stress quality merchandise, was being transferred to Proctor's 
of Brantford, one of the largest domestic firms, While it is difficult to 
estimate the importance of such claims there can be little doubt that the 
restrictions on domestic pork business have decreased the supplics of certain 
cuts so fer as the non-domestic packers are concerned, 


The additional office work necessitated by Bacon Boerd regulations calling 
for regular submission of various reports, ctc, has been an added burden on 
exccutive officers, In most cases it has constituted overtime work for a few 
people who were already pretty well taxed, There is no suggestion, however, 
that it presented any really serious problem or caused any actual dislocation 
even in the administretive end of the business, 
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